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PART 1. FINANCIAL INFORMATION

Item 1.  Financial Statements

KB HOME

CONSOLIDATED STATEMENTS OF OPERATIONS
(In Thousands, Except Per Share Amounts — Unaudited)

Total revenues
Homebuilding:
Revenues
Construction and land costs
Selling, general and administrative expenses
Operating income
Interest income and other
Equity in income of unconsolidated joint ventures
Homebuilding pretax income
Financial services:
Revenues
Expenses
Equity in income of unconsolidated joint venture
Financial services pretax income
Total pretax income
Income tax expense
Net income
Earnings per share:
Basic
Diluted
Weighted average shares outstanding:
Basic

Diluted

See accompanying notes.

Three Months Ended August 31,

Nine Months Ended August 31,

2026 2025 2026 2025

$ 1,297,101 $ 1,620,474 $ 3,486,547 $ 4,541,836
$ 1,292,350 $ 1,614,462 $ 3471516 4,526,219
(1,078,590) (1,321,147) (2,925,028) (3,658,616)
(146,626) (162,152) (418,217) (477,638)

67,134 131,163 128,271 389,965

4518 1,870 6,963 5,628

2,147 1,509 3,938 5,002

73,799 134,542 139,172 400,595

4,751 6,012 15,031 15,617

(1,464) (1,580) (4,507) (4,689)

4,094 4,254 9,057 13,445

7,381 8,686 19,581 24373

81,180 143,228 158,753 424,968

(15,900) (33,400) (32,700) (97,700)

$ 65280 $ 109,828 $ 126,053 $ 327,268
1.07 1.64 2.03 4.69

1.05 1.61 2.00 4.60

60,833 66,368 61,753 69,279

61,759 67,737 62,732 70,643




KB HOME
CONSOLIDATED BALANCE SHEETS
(In Thousands, Except Shares — Unaudited)

August 31, November 30,
2026 2025
Assets
Homebuilding:
Cash and cash equivalents $ 159,018 $ 228,614
Receivables 397,791 350,636
Inventories 5,981,182 5,670,802
Investments in unconsolidated joint ventures 74,763 72,436
Property and equipment, net 102,880 101,457
Deferred tax assets, net 88,665 88,665
Other assets 106,431 107,833
6,910,730 6,620,443
Financial services 58,422 59,809
Total assets $ 6,969,152 $ 6,680,252
Liabilities and stockholders’ equity
Homebuilding:
Accounts payable $ 319,520 $ 351,261
Accrued expenses and other liabilities 736,954 731,946
Notes payable 2,109,145 1,692,977
3,165,619 2,776,184
Financial services 2,024 3,210
Stockholders’ equity:
Common stock — 63,969,624 and 74,477,254 shares issued at August 31, 2026 and November 30, 2025,
respectively 63,970 74,477
Paid-in capital 843,573 863,718
Retained earnings 3,082,822 3,629,638
Accumulated other comprehensive loss (3,538) (3,538)
Treasury stock, at cost — 3,206,888 and 11,303,643 shares at August 31, 2026 and November 30, 2025,
respectively (185,318) (663,437)
Total stockholders’ equity 3,801,509 3,900,858
Total liabilities and stockholders’ equity $ 6,969,152 § 6,680,252

See accompanying notes.



Balance at May 31, 2026

Net income

Dividends on common stock
Employee stock options/other

Stock awards

Stock-based compensation

Stock repurchases, including excise tax

Balance at August 31, 2026

Balance at May 31, 2025

Net income

Dividends on common stock
Employee stock options/other
Stock-based compensation

Stock repurchases, including excise tax

Balance at August 31, 2025

Balance at November 30, 2025

Net income

Dividends on common stock
Employee stock options/other

Stock awards

Stock-based compensation

Stock repurchases, including excise tax

Tax payments associated with stock-based

compensation awards

Retirement of treasury stock
Balance at August 31, 2026

Balance at November 30, 2024
Net income

Dividends on common stock
Employee stock options/other
Stock awards

Stock-based compensation

Stock repurchases, including excise tax

Tax payments associated with stock-based

compensation awards
Balance at August 31, 2025

See accompanying notes.

KB HOME

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(In Thousands — Unaudited)

Three Months Ended August 31, 2026 and 2025

Number of Shares

Common Treasury Accumulated Other Total Stockholders’
Stock Stock Common Stock Paid-in Capital Retained Earnings Comprehensive Loss Treasury Stock Equity
63,653 (2,344) $ 63,653 $ 840,401 $ 3,032,713  § (3,538) (136,419) $ 3,796,810
— — — — 65,280 — — 65,280
— — — — (15,171) — — (15,171)
317 — 317 4,813 — — — 5,130
— 25 — (1,426) — — 1,426 —
— — — (215) — — — (215)
— (888) — — — — (50,325) (50,325)
63,970 (3,207) $ 63,970 $ 843,573  § 3,082,822 § (3,538) (185,318) §$ 3,801,509
74,437 (6,387) § 74,437 § 840,296 $ 3,450,350 § (3,704) (370,841) $ 3,990,538
— — — — 109,828 — — 109,828
— — — — (16,293) — — (16,293)
14 — 14 193 — — — 207
— — — 8,420 — — — 8,420
— (3,300) — — — — (190,337) (190,337)
74,451 (9,687) $ 74,451 § 848,909 § 3,543,885 § (3,704) (561,178) $ 3,902,363
Nine Months Ended August 31, 2026 and 2025
Number of Shares
Common Treasury Accumulated Other Total Stockholders’
Stock Stock Common Stock Paid-in Capital Retained Earnings Comprehensive Loss Treasury Stock Equity
74,477 (11,304) $ 74477 $ 863,718  § 3,629,638 (3,538) (663,437) $ 3,900,858
— — — — 126,053 — — 126,053
_ — — — (47,746) — = (47,746)
352 — 352 5,336 — — — 5,688
— 624 — (36,779) = = 36,779 =
— — — 11,298 — — — 11,298
— (3,104) — — — — (176,306) (176,306)
— (282) — — — — (18,336) (18,336)
(10,859) 10,859 (10,859) = (625,123) = 635,982 =
63,970 (3,207) $ 63,970 $ 843,573  $ 3,082,822 § (3,538) (185,318) §$ 3,801,509
74,410 (2,253) $ 74410 $ 862,049 $ 3,269,423 § (3,704) (141,562) $ 4,060,616
— — — — 327,268 — — 327,268
— — — — (52,8006) — — (52,806)
41 — 41 611 = == == 652
— 612 — (38,882) — — 38,882 —
= = = 25,131 = = = 25,131
— (7,788) — — — — (442,614) (442,614)
= (258) = = = = (15,884) (15,884)
74,451 9,687) $ 74451 $ 848,909 $ 3,543,885 § (3,704) (561,178)  $ 3,902,363




KB HOME
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands — Unaudited)

Nine Months Ended August 31,

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by (used in) operating activities:

Equity in income of unconsolidated joint ventures
Distributions of earnings from unconsolidated joint ventures
Amortization of debt issuance costs
Depreciation and amortization
Gain on sale of investment
Stock-based compensation
Inventory impairments and land option contract abandonments
Changes in assets and liabilities:
Receivables
Inventories
Accounts payable, accrued expenses and other liabilities
Other, net
Net cash provided by (used in) operating activities
Cash flows from investing activities:
Contributions to unconsolidated joint ventures
Return of investments in unconsolidated joint ventures
Proceeds from sale of investment
Purchases of property and equipment, net
Net cash used in investing activities
Cash flows from financing activities:
Borrowings under revolving credit facility
Repayments under revolving credit facility
Payments on mortgages and land contracts due to land sellers and other loans
Issuance of common stock under employee stock plans
Stock repurchases and excise taxes paid
Tax payments associated with stock-based compensation awards
Payments of cash dividends
Net cash provided by (used in) financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

See accompanying notes.

2026 2025
126,053 $ 327,268
(12,995) (18,447)

12,993 27,741
3,171 2,686
31,094 27,440
(3,528) —
11,298 25,131
10,720 18,351
(32,739) 7,166
(326,481) (330,019)
(49,191) (63,835)
725 8,358
(228,880) 31,840
(19,422) (10,593)
16,557 2,965
20,028 —
(32,510) (34,609)
(15,347) (42,237)
900,000 555,000
(485,000) (305,000)
(641) -
5,688 652
(180,123) (438,460)
(18,336) (15,884)
(47,746) (52,806)
173,842 (256,498)
(70,385) (266,895)
230,443 599,193
160,058 $ 332,298




KB HOME
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Basis of Presentation and Significant Accounting Policies

Basis of Presentation. The accompanying unaudited consolidated financial statements have been prepared in accordance with U.S. generally accepted
accounting principles (“GAAP”) for interim financial information and the rules and regulations of the Securities and Exchange Commission (“SEC”).
Accordingly, they do not include all the information and footnotes required by GAAP for complete financial statements. These unaudited consolidated
financial statements should be read in conjunction with the audited consolidated financial statements for the year ended November 30, 2025, which are
contained in our Annual Report on Form 10-K for that period. The consolidated balance sheet at November 30, 2025 has been taken from the audited
consolidated financial statements as of that date. In the opinion of management, the accompanying unaudited consolidated financial statements contain all
adjustments (consisting of normal recurring adjustments) considered necessary for the fair presentation of our results for the interim periods presented. The
results of our consolidated operations for the three months and nine months ended August 31, 2026 are not necessarily indicative of the results to be
expected for the full year due to seasonal variations in operating results and other factors.

29

Unless the context indicates otherwise, the terms “we,” “our,” and “us” used in this report refer to KB Home, a Delaware corporation, and its subsidiaries.

Use of Estimates. The preparation of financial statements in conformity with GAAP requires management to make estimates and judgments that affect the
amounts reported in the consolidated financial statements and accompanying notes. Actual results could differ from those estimates.

Cash and Cash Equivalents. We consider all highly liquid short-term investments purchased with an original maturity of three months or less to be cash
equivalents. Our cash equivalents totaled $35.7 million at August 31, 2026 and $152.6 million at November 30, 2025. At August 31, 2026 and
November 30, 2025, our cash equivalents were mainly invested in interest-bearing bank deposit accounts and money market funds.

Comprehensive Income. Our comprehensive income was $65.3 million for the three months ended August 31, 2026 and $109.8 million for the three
months ended August 31, 2025. For the nine months ended August 31, 2026 and 2025, our comprehensive income was $126.1 million and $327.3 million,
respectively. Our comprehensive income for each of the three-month and nine-month periods ended August 31, 2026 and 2025 was equal to our net income
for the respective periods.

Recent Accounting Pronouncements Not Yet Adopted. In December 2023, the Financial Accounting Standards Board (“FASB”) issued Accounting
Standards Update No. 2023-09, “Income Taxes (Topic 740): Improvements to Income Tax Disclosures” (“ASU 2023-09”), which modifies the rules on
income tax disclosures to require entities to disclose (1) specific categories in the rate reconciliation, (2) the income or loss from continuing operations
before income tax expense or benefit (separated between domestic and foreign) and (3) income tax expense or benefit from continuing operations
(separated by federal, state and foreign). ASU 2023-09 also requires entities to disclose their income tax payments to international, federal, state and local
jurisdictions, among other changes. The guidance is effective for annual periods beginning after December 15, 2024. Early adoption is permitted for
annual financial statements that have not yet been issued or made available for issuance. ASU 2023-09 should be applied on a prospective basis, but
retrospective application is permitted. We are currently evaluating the potential impact of adopting this new guidance on our consolidated financial
statements and related disclosures.

In November 2024, the FASB issued Accounting Standards Update No. 2024-03, “Income Statement — Reporting Comprehensive Income — Expense
Disaggregation Disclosures (Subtopic 220-40): Disaggregation of Income Statement Expenses” (“ASU 2024-03”), which requires disclosure of certain
costs and expenses on an interim and annual basis in the notes to the consolidated financial statements. The guidance is effective for annual reporting
periods beginning after December 15, 2026 and interim periods within annual reporting periods beginning after December 15, 2027. Early adoption is
permitted. ASU 2024-03 is to be applied either (1) prospectively to financial statements issued for reporting periods after the effective date or (2)
retrospectively to any or all prior periods presented in the financial statements. We are currently evaluating the potential impact of adopting this new
guidance on our consolidated financial statements and related disclosures.

In September 2025, the FASB issued Accounting Standards Update No. 2025-06, “Intangibles-Goodwill and Other-Internal-Use Software (Subtopic 350-
40): Targeted Improvements to the Accounting for Internal-Use Software” (“ASU 2025-06), which modernizes the accounting for costs related to
internal-use software by removing all references to project



stages and clarifying the threshold entities apply to begin capitalizing costs. The guidance is effective for annual reporting periods beginning after
December 15, 2027, and interim reporting periods within those annual reporting periods, and may be applied using a prospective, retrospective or modified
transition approach. Early adoption is permitted as of the beginning of an annual reporting period. We are currently evaluating the potential impact of
adopting this new guidance on our consolidated financial statements and related disclosures.

Segment Information

We operate two principal businesses: homebuilding and financial services. An operating segment is defined as a component of an enterprise for which
separate financial information is available and for which segment results are evaluated regularly by the chief operating decision maker (“CODM”) in
deciding how to allocate resources and in assessing performance.

Each of our homebuilding divisions has been identified as an operating segment. Our homebuilding operating segments have been aggregated into four
homebuilding reporting segments, based primarily on similarities in economic and geographic characteristics, product types, regulatory environments,
methods used to sell and construct homes and land acquisition characteristics. Through February 28, 2026, our chief executive officer and chief operating
officer together served as our CODM for purposes of our reportable segment disclosures and regularly reviewed the operating results for the individual
operating segments that comprise our reporting segments. Effective March 1, 2026, our chief executive officer transitioned to executive chairman of the
board and our chief operating officer was promoted to chief executive officer. As a result, effective March 1, 2026, our CODM is our executive chairman
of the board and our chief executive officer. This CODM transition did not affect the CODM’s approach to deciding how to allocate resources or to
assessing performance with respect to our operating segments.

The CODM evaluates the performance of our homebuilding operating segments primarily based on their respective housing gross profit margin and pretax
income (loss). These profitability measures are used by the CODM in making operating and capital resource allocation decisions at the segment level,
including their review and approval of land acquisition and land sale transactions. The CODM also uses these measures in business planning and
forecasting, and considers budget-to-actual variances for these measures when assessing segment performance. In addition, segment pretax income (loss)
is used by the CODM in determining the compensation of certain employees.

As of August 31, 2026, our homebuilding reporting segments conducted ongoing operations in the following states:

West Coast: California, Idaho and Washington

Southwest: Arizona and Nevada
Central: Colorado and Texas
Southeast: Florida, Georgia and North Carolina

Our homebuilding reporting segments are engaged in the acquisition and development of land primarily for residential purposes and offer a wide variety of
homes that are designed to appeal to first-time, first move-up and active adult homebuyers. Our homebuilding operations generate most of their revenues
from the delivery of completed homes to homebuyers. They also earn revenues from the sale of land.

We also have one financial services reporting segment. The CODM reviews pretax income for our financial services segment to assess performance and to
inform decisions about the allocation of resources to the segment and as to financial services product offerings.

Our financial services reporting segment offers property and casualty insurance and, in certain instances, earthquake, flood and personal property insurance
to our homebuyers in the same markets as our homebuilding reporting segments, and provides title services in the majority of our markets located within
our Southwest, Central and Southeast homebuilding reporting segments. Our financial services reporting segment earns revenues primarily from insurance
commissions and from the provision of title services.

We offer mortgage banking services, including residential consumer mortgage loan (“mortgage loan”) originations, to our homebuyers indirectly through
KBHS Home Loans, LLC (“KBHS”), our unconsolidated joint venture with GR Alliance Ventures, LLC (“GR Alliance”), a subsidiary of Guaranteed Rate,
Inc. We and GR Alliance each have a 50.0% ownership interest, with GR Alliance providing management oversight of KBHS’ operations. The financial
services reporting segment is separately reported in our consolidated financial statements and in Note 3 — Financial Services.



Corporate and other is a non-operating segment that develops and oversees the implementation of company-wide strategic initiatives and provides support
to our reporting segments by centralizing certain administrative functions. Corporate management is responsible for, among other things, evaluating and
selecting the geographic markets in which we operate, consistent with our overall business strategy; allocating capital resources to markets for land
acquisition and development activities; making major personnel decisions related to employee compensation and benefits; and monitoring the financial
and operational performance of our divisions. Corporate and other includes general and administrative expenses related to operating our corporate
headquarters. A portion of the expenses incurred by Corporate and other is allocated to our homebuilding reporting segments.

Our reporting segments follow the same accounting policies used for our consolidated financial statements. The results of each reporting segment are not
necessarily indicative of the results that would have occurred had the segment been an independent, stand-alone entity during the periods presented, nor
are they indicative of the results to be expected in future periods.

The following tables present certain statements of operations information relating to our homebuilding reporting segments (dollars in thousands):

Three Months Ended August 31, 2026

West Coast Southwest Central Southeast Corporate and Other Total
Revenues:
Housing $ 620,017 N 222,080 $ 205,567 $ 244,686 $ $ 1,292,350
Land — — — — —
Total 620,017 222,080 205,567 244,686 — 1,292,350
Construction and land costs:
Housing (515,589) (178,287) (176,495) (202,860) (2,373) (1,075,604)
Land — — — — — —
Inventory-related charges (731) — (887) (1,368) (2,986)
Total (516,320) (178,287) (177,382) (204,228) (2,373) (1,078,590)
Gross profits:
Housing (a) 103,697 43,793 28,185 40,458 (2,373) 213,760
Land — — — — — —
Total 103,697 43,793 28,185 40,458 (2,373) 213,760
Marketing expenses (17,378) (5,464) (8,181) (7,876) (823) (39,722)
Commission expenses (19,965) (7,161) (7,960) 9,272) (44,358)
General and administrative expenses (b) (13,380) (5,219) (8,601) (7,180) (28,166) (62,546)
Operating income (loss) 52,974 25,949 3,443 16,130 (31,362) 67,134
Other (c) 2,238 1) — — 4,518 6,665
Homebuilding pretax income (loss) $ 55,212 $ 25,858 $ 3,443 $ 16,130 $ (26,844) $ 73,799
Housing gross profit margin as a percentage of
housing revenues 16.7 % 19.7 % 13.7 % 16.5 % —% 16.5 %



Revenues:
Housing
Land
Total
Construction and land costs:
Housing
Land
Inventory-related charges
Total
Gross profits:
Housing (a)
Land
Total
Marketing expenses
Commission expenses
General and administrative expenses
Operating income (loss)
Other (¢)
Homebuilding pretax income (loss)

Housing gross profit margin as a percentage of
housing revenues

Revenues:
Housing
Land
Total
Construction and land costs:
Housing
Land
Inventory-related charges
Total
Gross profits:
Housing (a)
Land
Total
Marketing expenses
Commission expenses
General and administrative expenses (b)
Operating income (loss)
Other (¢)
Homebuilding pretax income (loss)

Housing gross profit margin as a percentage of
housing revenues

Three Months Ended August 31, 2025

West Coast Southwest Central Southeast Corporate and Other Total
664,380 $ 335,505 $ 310,603 $ 302,987 $ — $ 1,613,975
— — — 487 — 487
664,880 335,505 310,603 303,474 — 1,614,462
(548,199) (254,004) (254,059) (251,035) (1,976) (1,309,273)
— — — (536) — (536)
(1,133) (511) (7,240) (2,454) — (11,338)
(549,332) (254,515) (261,299) (254,025) (1,976) (1,321,147)
115,548 80,990 49,304 49,498 (1,976) 293,364
_ _ — (49) — (49)
115,548 80,990 49,304 49,449 (1,976) 293,315
(15,052) (6,011) (9,606) (7,939) (1,286) (39,894)
(20,108) (10,703) (13,284) (11,967) — (56,062)
(10,739) (6,830) (8,206) (7,318) (33,103) (66,196)
69,649 57,446 18,208 22,225 (36,365) 131,163
1,631 (108) 3 — 1,853 3,379
71,280 $ 57,338 $ 18,211 $ 22,225 $ (34,512) $ 134,542
17.4 % 24.1 % 159 % 16.3 % —% 182 %
Nine Months Ended August 31, 2026
Corporate and
West Coast Southwest Central Southeast Other Total
1,579,864 $ 568,937 $ 635,004 $ 686,271 $ — $ 3,470,076
855 — — 585 — 1,440
1,580,719 568,937 635,004 686,856 — 3,471,516
(1,334,336) (452,799) (539,559) (579,856) (6,462) (2,913,012)
(780) — — (516) — (1,296)
(5,711) (408) (1,903) (2,698) — (10,720)
(1,340,827) (453,207) (541,462) (583,070) (6,462) (2,925,028)
239,817 115,730 93,542 103,717 (6,462) 546,344
75 — — 69 — 144
239,892 115,730 93,542 103,786 (6,462) 546,488
(49,881) (16,060) (25,698) (22,104) (3,755) (117,498)
(52,431) (18,696) (26,379) (26,593) — (124,099)
(32,714) (14,025) (19,955) (18,253) (91,673) (176,620)
104,866 66,949 21,510 36,836 (101,890) 128,271
4,198 (256) 1 3) 6,961 10,901
109,064 $ 66,693 $ 21,511 $ 36,833 $ (94,929) §$ 139,172
152 % 20.3 % 14.7 % 15.1 % — % 15.7 %
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Nine Months Ended August 31, 2025

West Coast Southwest Central Southeast Corporate and Other Total
Revenues:
Housing $ 1,926,722 $ 962,486 $ 869,182 $ 767,342 $ — $ 4,525,732
Land — — — 487 — 487
Total 1,926,722 962,486 869,182 767,829 — 4,526,219
Construction and land costs:
Housing (1,576,651) (721,997) (703,144) (632,245) (5,692) (3,639,729)
Land — (536) — (536)
Inventory-related charges (2,973) (1,642) (9,372) (4,364) — (18,351)
Total (1,579,624) (723,639) (712,516) (637,145) (5,692) (3,658,616)
Gross profits:
Housing (a) 347,098 238,847 156,666 130,733 (5,692) 867,652
Land — (49) — (49)
Total 347,098 238,847 156,666 130,684 (5,692) 867,603
Marketing expenses (44,693) (17,787) (29,489) (22,337) (7,853) (122,159)
Commission expenses (55,731) (30,781) (38,153) (31,077) — (155,742)
General and administrative expenses (34,939) (18,677) (24,649) (21,738) (99,734) (199,737)
Operating income (loss) 211,735 171,602 64,375 55,532 (113,279) 389,965
Other (c) 5,190 (170) 12 3) 5,601 10,630
Homebuilding pretax income (loss) $ 216,925 $ 171,432 $ 64,387 $ 55,529 $ (107,678)  $ 400,595
Housing gross profit margin as a percentage of
housing revenues 18.0 % 24.8 % 18.0 % 17.0 % —% 19.2%

(a) Housing gross profits are calculated by subtracting housing construction and land costs and inventory-related charges from housing revenues.

(b) General and administrative expenses within Corporate and other for the three months and nine months ended August 31, 2026 included $1.9 million and $3.4 million, respectively, of costs
associated with the planned relocation of our corporate headquarters office, as discussed in Note 21 — Relocation of Corporate Headquarters.

(c) Other is primarily comprised of interest income, interest expense and equity in income (loss) of unconsolidated joint ventures. Other within Corporate and other for the three months and
nine months ended August 31, 2026 included a $3.5 million gain on the sale of an investment in equity securities of a privately held technology company, as discussed in Note 10 — Other
Assets. The following table summarizes the equity in income (loss) of unconsolidated joint ventures by homebuilding reporting segment (in thousands):

Three Months Ended August 31, Nine Months Ended August 31,
2026 2025 2026 2025
Equity in income (loss) of unconsolidated joint ventures:
West Coast $ 2,238 §$ 1,617 $ 4,197 $ 5,175
Southwest ©1) (108) (256) (170)
Central — —
Southeast — — 3) 3)
Total $ 2,147  $ 1,509 $ 3938 $ 5,002
The following tables present certain balance sheet information relating to our homebuilding reporting segments (in thousands):
August 31, November 30,
2026 2025
Inventories:
West Coast $ 3,214,169 $ 3,048,056
Southwest 1,173,794 969,260
Central 757,883 758,962
Southeast 835,336 894,524
Total $ 5,981,182 §$ 5,670,802




3.

Investments in unconsolidated joint ventures:
West Coast
Southwest
Central
Southeast

Total

Assets:
West Coast
Southwest
Central
Southeast
Corporate and other

Total

Financial Services

August 31, November 30,
2026 2025
$ 70,308 68,708
1,891 1,180
2,564 2,548
$ 74,763 72,436
$ 3,551,068 3,300,212
1,244,243 1,019,475
916,343 910,307
866,235 943,846
332,841 446,603
$ 6,910,730 6,620,443

The following tables present financial information relating to our financial services reporting segment (in thousands):

Nine Months Ended August 31,

Three Months Ended August 31,

2026 2026 2025

Revenues

Insurance commissions 2914 $ 3331 $ 9,599 $ 8,268

Title services 1,837 2,681 5,432 7,349

Total 4,751 6,012 15,031 15,617

Expenses

General and administrative (1,464) (1,580) (4,507) (4,689)
Operating income 3,287 4,432 10,524 10,928
Equity in income of unconsolidated joint venture 4,094 4,254 9,057 13,445
Pretax income 7,381 $ 8,686 $ 19,581 24,373

August 31, November 30,
2026 2025

Assets

Cash and cash equivalents $ 1,040 1,829

Receivables 2,476 5,569

Investment in unconsolidated joint venture 14,738 13,231

Other assets (a) 40,168 39,180
Total assets $ 58,422 59,809
Liabilities

Accounts payable and accrued expenses $ 2,024 § 3,210
Total liabilities $ 2,024 § 3,210

(a) Other assets at August 31, 2026 and November 30, 2025 included $40.1 million and $39.1 million, respectively, of contract assets for estimated future
renewal commissions.

12



Earnings Per Share

Basic and diluted earnings per share were calculated as follows (in thousands, except per share amounts):

Three Months Ended August 31,

Nine Months Ended August 31,

2026 2025 2026 2025
Numerator:
Net income $ 65,280 $ 109,828 § 126,053 § 327,268
Less: Distributed earnings allocated to participating
securities (73) (113) (221) (339)
Less: Undistributed earnings allocated to participating
securities (240) (633) 371) (1,779)
Numerator for basic earnings per share 64,967 109,082 125,461 325,150
Effect of dilutive securities:
Add: Undistributed earnings allocated to participating
securities 240 633 371 1,779
Less: Undistributed earnings reallocated to participating
securities (237) (620) (366) (1,745)
Numerator for diluted earnings per share $ 64,970 $ 109,095 § 125,466 $ 325,184
Denominator:
Weighted average shares outstanding — basic 60,833 66,368 61,753 69,279
Effect of dilutive securities:
Share-based payments 926 1,369 979 1,364
Weighted average shares outstanding — diluted 61,759 67,737 62,732 70,643
Basic earnings per share 1.07 1.64 $ 2.03 4.69
Diluted earnings per share $ 1.05 1.61 § 2.00 4.60

We compute earnings per share using the two-class method, which is an allocation of earnings between the holders of common stock and a company’s
participating security holders. Our outstanding nonvested shares of restricted stock contain non-forfeitable rights to dividends and, therefore, are
considered participating securities for purposes of computing earnings per share pursuant to the two-class method. We had no other participating securities
at August 31, 2026 and 2025.

For the three-month and nine-month periods ended August 31, 2026 and 2025, no outstanding stock options were excluded from the diluted earnings per
share calculations. Contingently issuable shares associated with outstanding performance-based restricted stock units (each, a “PSU”’) were not included in

the basic earnings per share calculations for the periods presented, as the applicable vesting conditions had not been satisfied.

Receivables

Receivables consisted of the following (in thousands):

August 31, November 30,
2026 2025
Due from utility companies, improvement districts and municipalities $ 219,184 § 184,924
Recoveries related to self-insurance and other legal claims 126,533 115,210
Refundable deposits and bonds 12,722 9,468
Income taxes receivable 4,942 12,108
Other 38,443 33,473
Subtotal 401,824 355,183
Allowance for doubtful accounts (4,033) (4,547)
Total $ 397,791 § 350,636
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Inventories

Inventories consisted of the following (in thousands):

August 31, November 30,
2026 2025
Homes completed or under construction $ 1,721,316 $ 1,571,793
Land under development 4,259,866 4,099,009
Total $ 5,981,182 $ 5,670,802

Land under development at August 31, 2026 and November 30, 2025 included land held for future development of $10.0 million and $27.3 million,
respectively.

Interest is capitalized to inventories while the related communities or land parcels are being actively developed and until homes are completed or the land
is available for immediate sale. Capitalized interest is amortized to construction and land costs as the related inventories are delivered to homebuyers or
land buyers (as applicable). We do not capitalize interest on land held for future development and land held for sale.

Our interest costs were as follows (in thousands):

Three Months Ended August 31, Nine Months Ended August 31,
2026 2025 2026 2025
Capitalized interest at beginning of period $ 145204 $ 128,676 $ 125,627 $ 122,387
Interest incurred 31,520 29,658 88,629 84,676
Interest amortized to construction and land costs (a) (22,552) (27,026) (60,084) (75,755)
Capitalized interest at end of period $ 154,172 § 131,308 § 154,172 § 131,308

(a) Interest amortized to construction and land costs for the three-month and nine-month periods ended August 31, 2025 included nominal amounts
related to land sales during the periods.

Inventory Impairments and Land Option Contract Abandonments

Each community or land parcel in our owned inventory is assessed on a quarterly basis to determine if indicators of potential impairment exist. We record
an inventory impairment charge on a community or land parcel that is active or held for future development when indicators of potential impairment exist
and the carrying value of the real estate asset is greater than the undiscounted future net cash flows the asset is expected to generate. These real estate
assets are written down to fair value, which is primarily determined based on the estimated future net cash flows discounted for inherent risk associated
with each such asset, or other valuation techniques. We record an inventory impairment charge on land held for sale when the carrying value of a land
parcel is greater than its fair value. These real estate assets are written down to fair value, less associated costs to sell. The estimated fair values of such
assets are generally based on bona fide letters of intent from outside parties, executed sales contracts, broker quotes or similar information.

We evaluated 23 active communities or land parcels for recoverability as of August 31, 2026 with a carrying value of $316.1 million. As of November 30,
2025, we evaluated 11 active communities or land parcels for recoverability with a carrying value of $154.1 million. In addition, we evaluated land held
for future development for recoverability as of both August 31, 2026 and November 30, 2025.

Based on the results of our evaluations, we recognized inventory impairment charges of $1.1 million related to one community for the three months ended
August 31, 2026, and $4.2 million related to two communities for the nine months ended August 31, 2026. For the three-month and nine-month periods
ended August 31, 2025, we recognized $7.3 million of inventory impairment charges primarily related to one community. If we change our strategy or if
there are changes in market conditions for any given asset, we may recognize additional impairment charges in future periods.
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The following table summarizes significant quantitative unobservable inputs we utilized in our fair value measurements with respect to the impaired
community written down to fair value:

Three Months Ended August 31, Nine Months Ended August 31,
Unobservable Input 2026 2025 2026 2025
Average selling price $225,800 $394,500 - $578,900 $225,800 - $627,500 $394,500 - $578,900
Deliveries per month 4 2-3 1-4 2-3
Discount rate 17% 17% - 20% 17% 17% - 20%

As of August 31, 2026, the aggregate carrying value of our inventory that had been impacted by inventory impairment charges was $24.0 million,
representing six communities and various other land parcels. As of November 30, 2025, the aggregate carrying value of our inventory that had been
impacted by inventory impairment charges was $38.0 million, representing seven communities and various other land parcels.

Our inventory controlled under land option contracts and other similar contracts is assessed on a quarterly basis to determine whether it continues to meet
our investment return standards. When a decision is made not to exercise certain land option contracts and other similar contracts due to market conditions
and/or changes in our marketing strategy, we write off the related inventory costs, including non-refundable deposits and unrecoverable pre-acquisition
costs. Based on the results of our assessments, we recognized land option contract abandonment charges of $1.9 million and $6.5 million for the three-
month and nine-month periods ended August 31, 2026, respectively. For the three-month and nine-month periods ended August 31, 2025, we recognized
land option contract abandonment charges of $4.0 million and $11.0 million, respectively.

Due to the judgment and assumptions applied in our inventory impairment and land option contract abandonment assessment processes, and in our
estimations of the remaining operating lives of our inventory assets and the realization of our inventory balances, particularly as to land held for future
development, it is possible that actual results could differ substantially from those estimated, especially in periods of volatile housing market or broader
economic conditions.

Variable Interest Entities

Unconsolidated Joint Ventures. We participate in joint ventures from time to time that conduct land acquisition, land development and/or other
homebuilding activities in various markets where our homebuilding operations are located. Our investments in these joint ventures may create a variable
interest in a variable interest entity (“VIE”), depending on the contractual terms of the arrangement. We analyze our joint ventures under the variable
interest model to determine whether they are VIEs and, if so, whether we are the primary beneficiary. Based on our analyses, we determined that one of
our joint ventures at August 31, 2026 and November 30, 2025 was a VIE, but we were not the primary beneficiary of the VIE. Therefore, all of our joint
ventures at August 31, 2026 and November 30, 2025 were unconsolidated and accounted for under the equity method because we did not have a
controlling financial interest.

Land Option Contracts and Other Similar Contracts. In the ordinary course of our business, we enter into land option contracts and other similar contracts
with third parties and unconsolidated entities to acquire rights to land for the construction of homes. Under these contracts, we typically make a specified
option payment or earnest money deposit in consideration for the right to purchase land in the future, usually at a predetermined price. We analyze each of
our land option contracts and other similar contracts under the variable interest model to determine whether the land seller is a VIE and, if so, whether we
are the primary beneficiary. Although we do not have legal title to the underlying land, we are required to consolidate a VIE if we are the primary
beneficiary. As a result of our analyses, we determined that as of August 31, 2026 and November 30, 2025, we were not the primary beneficiary of any
VIEs from which we have acquired rights to land under land option contracts and other similar contracts.
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The following table presents a summary of our interests in land option contracts and other similar contracts (in thousands):

August 31, 2026 November 30, 2025
Cash Aggregate Cash Aggregate
Deposits Purchase Price Deposits Purchase Price
Unconsolidated VIEs $ 36,933 $ 974,524 $ 51,872 $ 1,320,433
Other land option contracts and other similar contracts 29,055 708,585 29,014 742,861
Total $ 65,988 $ 1,683,109 $ 80,886 $ 2,063,294

In addition to the cash deposits presented in the table above, our exposure to loss related to our land option contracts and other similar contracts with third
parties and unconsolidated entities consisted of pre-acquisition costs of $87.5 million at August 31, 2026 and $62.8 million at November 30, 2025. These
pre-acquisition costs and cash deposits were included in inventories in our consolidated balance sheets.

For land option contracts and other similar contracts where the land seller entity is not required to be consolidated under the variable interest model, we
consider whether such contracts should be accounted for as financing arrangements. Land option contracts and other similar contracts that may be
considered financing arrangements include those we enter into with third-party land financiers or developers in conjunction with such third parties
acquiring a specific land parcel(s) on our behalf, at our direction, and those with other landowners where we or our designee make improvements to the
optioned land parcel(s) during the applicable option period. For these land option contracts and other similar contracts, we record the remaining purchase
price of the associated land parcel(s) in inventories in our consolidated balance sheets with a corresponding financing obligation if we determine that we
are effectively compelled to exercise the option to purchase the land parcel(s). As a result of our evaluations of land option contracts and other similar
contracts for financing arrangements, we recorded inventories in our consolidated balance sheets, with a corresponding increase to accrued expenses and
other liabilities, of $11.0 million at August 31, 2026 and $15.4 million at November 30, 2025.

Investments in Unconsolidated Joint Ventures

Homebuilding. We have investments in unconsolidated joint ventures that conduct land acquisition, land development and/or other homebuilding activities
in various markets where our homebuilding operations are located. We and our unconsolidated joint venture partners make initial and/or ongoing capital
contributions to these unconsolidated joint ventures, typically on a pro rata basis, according to our respective equity interests. The obligations to make
capital contributions are governed by each such unconsolidated joint venture’s respective operating agreement and related governing documents.

We had investments in six homebuilding unconsolidated joint ventures as of August 31, 2026 and November 30, 2025. The following table presents
combined condensed information from the statements of operations for our homebuilding unconsolidated joint ventures (in thousands):

Three Months Ended August 31, Nine Months Ended August 31,
2026 2025 2026 2025
Revenues $ 30,400 $ 19,027 $ 61,466 $ 58,767
Construction and land costs (24,129) (14,371) (48,397) (44,176)
Other expense, net (1,914) (1,567) (5,018) (4,474)
Income $ 4357 § 3,089 $ 8,051 $ 10,117

All the combined revenues and most of the construction and land costs for the three-month and nine-month periods ended August 31, 2026 and 2025
related to homes delivered by an unconsolidated joint venture in California.
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The following table presents combined condensed balance sheet information for our homebuilding unconsolidated joint ventures (in thousands):

August 31, November 30,
2026 2025

Assets

Cash $ 28,074 $ 14,347

Receivables 15,439 5,517

Inventories 148,542 155,015

Other assets 872 620
Total assets $ 192,927 § 175,499
Liabilities and equity

Accounts payable and other liabilities $ 22,312 § 10,063

Notes payable (a) 44,100 40,216

Equity 126,515 125,220
Total liabilities and equity $ 192,927 § 175,499

@

As of August 31, 2026 and November 30, 2025, one of our unconsolidated joint ventures in California had $24.4 million and $40.2 million,
respectively, of borrowings outstanding under a term loan with a third-party lender to finance its land acquisition, development and construction
activities. Pursuant to the terms of the loan agreement, as amended, the aggregate commitment was $55.2 million at November 30, 2025 and
decreased to $40.0 million on February 28, 2026. In April 2026, the loan agreement was further amended, reducing the aggregate commitment to
$39.2 million, and extending the maturity date to November 30, 2027, with no option for further extension. On August 31, 2026, the loan agreement
was amended again, providing for an aggregate commitment to $31.6 million. Borrowings under the term loan are secured by the underlying property
and related project assets. This unconsolidated joint venture delivered homes in the three-month and nine-month periods ended August 31, 2026 and
2025.

As of August 31, 2026, another unconsolidated joint venture in California had $19.7 million of borrowings outstanding under a revolving line of credit
entered into with a third-party lender on that date to finance its land acquisition, development and construction activities. The line of credit has a
maximum commitment of $37.5 million, which is scheduled to decrease to $35.0 million on August 1, 2028. Borrowings under the revolving line of
credit are secured by the underlying property and related project assets. The line of credit matures on August 31, 2029, unless extended or terminated
pursuant to its applicable terms.

We provide certain guarantees and indemnities to the lenders in connection with the above-described term loan and revolving line of credit, including a
guaranty of interest and carry costs; a guaranty to complete the construction of certain specified improvements for the projects once commenced; a
guaranty against losses suffered due to certain bad acts or failures to act by the unconsolidated joint venture or its partners; and an indemnity from
environmental issues. Except to the extent related to the foregoing guarantees and indemnities, we do not have a guaranty or any other obligation to repay
borrowings under the term loan or revolving line of credit or to support the value of the underlying collateral. However, various financial and non-financial
covenants apply under the term loan and revolving line of credit and with respect to the related guaranty and indemnity obligations, and a failure to comply
with such covenants could result in a default and cause the applicable lender to seek to enforce such guaranty and indemnity obligations. As of the date of
this report, we were in compliance with the relevant covenants. We do not believe that our existing exposure under our guaranty and indemnity obligations
related to outstanding borrowings under the term loan and the revolving line of credit is material to our consolidated financial statements.
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Financial Services. The following table presents combined condensed information from the statements of operations for our financial services
unconsolidated joint venture (in thousands):

Three Months Ended August 31, Nine Months Ended August 31,
2026 2025 2026 2025
Revenues $ 25,181 § 26,362 $ 64,924 $ 79,326
Expenses (16,993) (17,854) (46,810) (52,437)
Income $ 8,188 $ 8,508 § 18,114 $ 26,889

Revenues are primarily generated from fees earned on mortgage loan originations, interest earned for the period loans are held by KBHS, and gains on the
sales of mortgage loans held for sale. Gains on the sales of mortgage loans held for sale include the realized and unrealized gains and losses associated
with changes in the fair value of such loans and any related derivative financial instruments.

The following table presents combined condensed balance sheet information for our financial services unconsolidated joint venture (in thousands):

August 31, November 30,
2026 2025

Assets

Cash and cash equivalents (a) $ 23,511  $ 23,393

Mortgage loans held for sale 198,888 177,068

Other assets 10,849 8,104
Total assets $ 233248 $ 208,565
Liabilities and equity

Accounts payable and other liabilities $ 14,040 § 13,394

Funding facilities 189,732 168,709

Equity 29,476 26,462
Total liabilities and equity $ 233,248  § 208,565

(a) Cash and cash equivalents included restricted cash of $.9 million at both August 31, 2026 and November 30, 2025.

Mortgage loans held for sale. Originated mortgage loans expected to be sold into the secondary market in the foreseeable future are reported as mortgage
loans held for sale and carried in KBHS’ balance sheets at fair value, with changes in fair value recognized within revenues in KBHS’ statements of
operations.

Interest Rate Lock Commitments (“IRLCs”). KBHS enters into IRLCs in connection with originating certain mortgage loans held for sale, at specified
interest rates and within a specified period of time, with customers who have applied for a mortgage loan and meet certain credit and underwriting criteria.
KBHS accounts for IRLCs as free-standing derivatives and does not designate any for hedge accounting. As a result, IRLCs are recognized in KBHS’
balance sheets at fair value, and gains or losses resulting from changes in fair value are recognized within revenues in KBHS’ statements of operations.
The fair value of IRLCs is based on market prices, which includes an estimate of the fair value of the associated mortgage servicing rights, adjusted for
estimated costs to originate the underlying mortgage loans as well as the probability that the mortgage loans will fund within the terms of the IRLCs. The
fair value of IRLCs included in other assets in KBHS’ balance sheets was $6.9 million at August 31, 2026 and $4.6 million at November 30, 2025. The
changes in the fair value of IRLCs, which were reported in revenues for the applicable periods, were gains of $1.2 million and $2.2 million for the three-
month and nine-month periods ended August 31, 2026, and losses of $3.0 million and $6.6 million for the three-month and nine-month periods ended
August 31, 2025.

KBHS manages the interest rate and price risk associated with its outstanding IRLCs by entering into best efforts forward sale commitments under which
mortgage loans locked with a borrower are simultaneously committed to a secondary market investor at a fixed price, subject to the underlying mortgage
loans being funded. These best efforts forward sale commitments do not meet the definition of derivative financial instruments and are therefore not
recorded in KBHS’
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11.

balance sheets. If the mortgage loans underlying the IRLCs do not fund, KBHS does not have an obligation to fulfill the secondary market investor
commitments.

Funding facilities. KBHS maintains warehouse lines of credit and master repurchase agreements with various financial institutions to fund its originated
mortgage loans, with its mortgage loans held for sale pledged as collateral under these agreements. The agreements contain covenants which include
certain financial requirements, including maintenance of minimum tangible net worth, minimum liquid assets, maximum debt to net worth ratio and
positive net income, as defined in the agreements. KBHS was in compliance with these covenants as of August 31, 2026. In addition to its compliance with
these covenants, KBHS also depends on the ability and willingness of the applicable lenders and financial institutions, including any substitute or
additional lenders and financial institutions, to extend such credit facilities to KBHS to fund its originated mortgage loans. KBHS intends to renew these
facilities when they expire at various dates in 2026 and 2027. The warehouse lines of credit and master repurchase agreements are not guaranteed by us or
any of the subsidiaries that guarantee our senior notes, unsecured revolving credit facility with various banks (“Credit Facility”) and senior unsecured term
loan agreement (“Term Loan”) (collectively, “Guarantor Subsidiaries”).

Other Assets

Other assets consisted of the following (in thousands):

August 31, November 30,
2026 2025
Cash surrender value of corporate-owned life insurance contracts $ 48905 $ 51,182
Lease right-of-use assets 28,040 17,494
Prepaid expenses 21,857 14,982
Other (a) 7,629 24,175
Total $ 106,431 $ 107,833

(a) Included a $15.2 million investment in equity securities of a privately held technology company without a readily determinable fair value at
November 30, 2025. On August 21, 2026, we sold this investment for cash proceeds of $20.0 million and recognized a gain of $3.5 million, which is
included in interest income and other in our consolidated statements of operations for the three months and nine months ended August 31, 2026.
Certain of our executives, including our executive chairman of the board, are entitled to a portion of the sale proceeds pursuant to ownership interests
they acquired, through an incentive program, in the limited liability company that held the investment, as described in the Proxy Statement for our
2025 Annual Meeting of Stockholders.

Accrued Expenses and Other Liabilities

Accrued expenses and other liabilities consisted of the following (in thousands):

August 31, November 30,
2026 2025

Self-insurance and other legal liabilities $ 312,782 $ 290,107
Employee compensation and related benefits 131,236 157,170
Warranty liability 101,810 101,245
Inventory-related obligations (a) 40,170 48,243
Lease liabilities 30,957 19,775
Customer deposits 29,689 28,033
Accrued interest payable 19,170 29,219
Real estate and business taxes 18,255 13,612
Other 52,885 44,542

Total $ 736,954 $ 731,946
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(a) Represents liabilities for financing arrangements discussed in Note 8 — Variable Interest Entities, as well as liabilities for fixed or determinable
amounts associated with tax increment financing entity (“TIFE”) assessments. As homes are delivered, our obligation to pay the remaining TIFE
assessments associated with each underlying lot is transferred to the homebuyer. As such, these assessment obligations will be paid by us only to the
extent we do not deliver homes on applicable lots before the related TIFE obligations mature.

Leases

We lease certain property and equipment for use in our operations. We recognize lease expense for these leases generally on a straight-line basis over the
lease term and combine lease and non-lease components for all leases. Lease right-of-use assets and lease liabilities are recorded in our consolidated
balance sheets for leases with an expected term at the commencement date of more than 12 months. Lease expense is included in selling, general and
administrative expenses in our consolidated statements of operations and includes costs for leases with terms of more than 12 months as well as short-term
leases with terms of 12 months or less. Our total lease expense was $5.5 million for each of the three-month periods ended August 31, 2026 and 2025, and
included short-term lease costs of $2.0 million and $2.1 million, respectively. For the nine months ended August 31, 2026 and 2025, our total lease
expense was $16.0 million and $15.4 million, respectively, and included short-term lease costs of $5.6 million and $5.4 million, respectively. Variable
lease costs and external sublease income for the three-month and nine-month periods ended August 31, 2026 and 2025 were immaterial.

The following table presents our lease right-of-use assets and lease liabilities (in thousands):

August 31, November 30,
2026 2025
Lease right-of-use assets $ 28,049 $ 17,519
Lease liabilities 30,967 19,801

Lease right-of-use assets and lease liabilities are predominately within our homebuilding operations, with nominal amounts in our financial services
operations.

Income Taxes

Income Tax Expense. Our income tax expense and effective tax rates were as follows (dollars in thousands):

Three Months Ended August 31, Nine Months Ended August 31,
2026 2025 2026 2025
Income tax expense $ 15,900 $ 33,400 $ 32,700 $ 97,700
Effective tax rate 19.6 % 23.3 % 20.6 % 23.0 %

Our income tax expense and effective tax rate for the three months ended August 31, 2026 reflected the favorable impacts of $3.8 million of Internal
Revenue Code Section 45L (“Section 45L”) tax credits we recognized primarily from building energy-efficient homes and $3.4 million of excess tax
benefits related to stock-based compensation, partly offset by $3.3 million of non-deductible executive compensation expense. Our income tax expense
and effective tax rate for the three months ended August 31, 2025 included the favorable impacts of $5.3 million of Section 45L tax credits and $.2 million
of excess tax benefits related to stock-based compensation, partly offset by $3.6 million of non-deductible executive compensation expense.

For the nine months ended August 31, 2026, our income tax expense and effective tax rate included the favorable impact of $7.2 million of excess tax
benefits related to stock-based compensation and $5.3 million of Section 45L tax credits, partly offset by $6.0 million of non-deductible executive
compensation expense. Our income tax expense and effective tax rate for the nine months ended August 31, 2025 reflected the favorable impact of $10.1
million of Section 45L tax credits and $5.6 million of excess tax benefits related to stock-based compensation, partly offset by $8.8 million of non-
deductible executive compensation expense.

On July 4, 2025, H.R.1, the One Big Beautiful Bill Act (“OBBBA”), was signed into law. Among its provisions is the repeal of Section 45L tax credits for
new energy-efficient homes delivered after June 30, 2026. As a result, our income tax expense and effective tax rate for the three months and nine months
ended August 31, 2026 reflected the lower Section 45L benefit for the homes delivered after the effective date. The other tax-related provisions of the
OBBBA did not have a material impact on our consolidated financial statements.
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Deferred Tax Asset Valuation Allowance. We evaluate our deferred tax assets quarterly to determine if adjustments to our valuation allowance are required
based on the consideration of all available positive and negative evidence using a “more likely than not” standard with respect to whether deferred tax
assets will be realized. Our evaluation considers, among other factors, our historical operating results, our expectation of future profitability, the duration
of the applicable statutory carryforward periods, and conditions in the housing market and the broader economy. The ultimate realization of our deferred
tax assets depends primarily on our ability to generate future taxable income during the periods in which the related deferred tax assets become deductible.
The value of our deferred tax assets depends on applicable income tax rates.

As of both August 31, 2026 and November 30, 2025, we had deferred tax assets of $104.2 million that were partly offset by valuation allowances of
$15.5 million. The deferred tax asset valuation allowances at August 31, 2026 and November 30, 2025 were primarily related to certain state net operating
losses that had not met the “more likely than not” realization standard at those dates. Based on the evaluation of our deferred tax assets as of August 31,
2026, we determined that most of our deferred tax assets would be realized. Therefore, no adjustments to our deferred tax asset valuation allowance were
needed for the nine months ended August 31, 2026.

We will continue to evaluate both the positive and negative evidence on a quarterly basis in determining the need for a valuation allowance with respect to
our deferred tax assets. The accounting for deferred tax assets is based upon estimates of future results. Changes in positive and negative evidence,
including differences between estimated and actual results, could result in changes in the valuation of our deferred tax assets that could have a material
impact on our consolidated financial statements. Changes in existing federal and state tax laws and corporate income tax rates could also affect actual tax
results and the realization of deferred tax assets over time.

Notes Payable
Notes payable consisted of the following (in thousands):
August 31, November 30,
2026 2025

Unsecured revolving credit facility $ 415,000 $ —
Senior unsecured term loan due November 12, 2029 358,640 358,317
6.875% Senior notes due June 15, 2027 299,524 299,096
4.80% Senior notes due November 15, 2029 298,604 298,309
7.25% Senior notes due July 15, 2030 347,492 347,084
4.00% Senior notes due June 15, 2031 387,450 387,095
Mortgages and land contracts due to land sellers and other loans 2,435 3,076

Total $ 2,109,145 § 1,692,977

The carrying amounts of our senior notes listed above are net of unamortized debt issuance costs, which totaled $8.3 million at August 31, 2026 and $10.1
million at November 30, 2025.

Unsecured Revolving Credit Facility. We have a $1.20 billion Credit Facility that will mature on November 12, 2030. The Credit Facility contains an
uncommitted accordion feature under which its aggregate principal amount of available loans can be increased to a maximum of $1.70 billion under
certain conditions, including obtaining additional bank commitments. The Credit Facility also contains a sublimit of $250.0 million for the issuance of
letters of credit. Interest on amounts borrowed under the Credit Facility accrues at a term Secured Overnight Financing Rate (“SOFR”), daily SOFR or a
base rate, plus a spread that depends on our consolidated leverage ratio (“Leverage Ratio”), as defined under the Credit Facility. Interest is payable
monthly (base rate or daily SOFR borrowings) or each month or three months (term SOFR borrowings). The Credit Facility also requires the payment of a
commitment fee at a per annum rate ranging from .15% to .35% of the unused commitment, based on our Leverage Ratio. Under the terms of the Credit
Facility, we are required, among other things, to maintain compliance with various covenants, including financial covenants relating to our consolidated
tangible net worth, Leverage Ratio, and either a consolidated interest coverage ratio (“Interest Coverage Ratio”) or minimum level of liquidity, each as
defined therein. Our obligations to pay borrowings under the Credit Facility are guaranteed on a joint and several basis by our Guarantor Subsidiaries. The
amount of the Credit Facility available for cash borrowings and the issuance of letters of credit depends on the total cash borrowings and letters of credit
outstanding under the Credit Facility and the maximum available amount under the terms of the Credit Facility. As of August 31, 2026, we had $415.0
million of cash borrowings and $1.6 million of letters of credit outstanding under the Credit Facility. Therefore, as of August 31, 2026, we had $783.4
million available for cash borrowings under the Credit Facility, with up to
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$248.4 million of that amount available for the issuance of letters of credit. As of August 31, 2026, the weighted average annual interest rate on our
outstanding borrowings under the Credit Facility was 5.0%.

Senior Unsecured Term Loan. We have a $360.0 million Term Loan with the lenders party thereto. The Term Loan will mature on November 12, 2029.
Interest under the Term Loan accrues at a term SOFR, daily SOFR or a base rate, plus a spread that depends on our Leverage Ratio. Interest is payable
quarterly (base rate borrowings), monthly (daily SOFR borrowings), or each month or three months (term SOFR borrowings). The Term Loan contains
various covenants that are substantially the same as those under the Credit Facility. The proceeds drawn under the Term Loan are guaranteed on a joint and
several basis by our Guarantor Subsidiaries. As of August 31, 2026, the weighted average annual interest rate on our outstanding borrowings under the
Term Loan was 5.2%.

Letter of Credit Facility. We maintain an unsecured letter of credit agreement with a financial institution (“LOC Facility”) to obtain letters of credit from
time to time in the ordinary course of operating our business. Under the LOC Facility, which expires on February 13, 2028, we may issue up to $100.0
million of letters of credit. As of August 31, 2026 and November 30, 2025, we had letters of credit outstanding under the LOC Facility of $53.5 million
and $68.2 million, respectively.

Senior Notes. All the senior notes outstanding at August 31, 2026 and November 30, 2025 represent senior unsecured obligations that are guaranteed by
our Guarantor Subsidiaries and rank equally in right of payment with all of our and our Guarantor Subsidiaries’ existing unsecured and unsubordinated
indebtedness. All of our senior notes were issued in underwritten public offerings. Interest on each of these senior notes is payable semi-annually.

The indenture governing our senior notes does not contain any financial covenants. Subject to specified exceptions, the indenture contains certain
restrictive covenants that, among other things, limit our ability to incur secured indebtedness, or engage in sale and leaseback transactions involving
property above a certain specified value. In addition, the indenture contains certain limitations related to mergers, consolidations, and sales of assets.

As of August 31, 2026, we were in compliance with the applicable terms of all of our covenants and other requirements under the Credit Facility, the Term
Loan, the senior notes, the indenture, the LOC Facility, and the mortgages and land contracts due to land sellers and other loans. Our ability to access the
Credit Facility for cash borrowings and letters of credit and our ability to secure future debt financing depend, in part, on our ability to remain in such
compliance. Our ability to access the Credit Facility’s full borrowing capacity, as well as the LOC Facility’s full issuance capacity, also depends on the
ability and willingness of the applicable lenders and financial institutions, including any substitute or additional lenders and financial institutions, to meet
their commitments to fund loans, extend credit or provide payment guarantees to or for us under those instruments.

Mortgages and Land Contracts Due to Land Sellers and Other Loans. As of August 31, 2026, inventories having a carrying value of $22.7 million were
pledged to collateralize mortgages and land contracts due to land sellers and other loans.

Shelf Registration. On July 14, 2026, we filed an automatically effective universal shelf registration statement (“2026 Shelf Registration”) with the SEC.
The 2026 Shelf Registration registers the offering of securities that we may issue from time to time in amounts to be determined. Our ability to issue
securities is subject to market conditions and, with respect to debt securities, other factors impacting our borrowing capacity. The 2026 Shelf Registration
replaced our previous such registration statement filed with the SEC on July 10, 2023. We have not made any offerings of securities under the 2026 Shelf
Registration.

As of August 31, 2026, principal payments on our senior notes, mortgages and land contracts due to land sellers and other loans are due during each year
ending November 30 as follows: 2026 — $.2 million; 2027 — $301.1 million; 2028 — $.8 million; 2029 — $660.4 million; 2030 — $350.0 million and
thereafter — $390.0 million.

Fair Value Disclosures

Fair value measurements of assets and liabilities are categorized based on the following hierarchy:

Level 1 Fair value determined based on quoted prices in active markets for identical assets or liabilities.

Level 2 Fair value determined using significant observable inputs, such as quoted prices for similar assets or liabilities or quoted prices for
identical or similar assets or liabilities in markets that are not active, inputs other than quoted prices that are observable for the asset
or liability, or inputs that are derived principally from or corroborated by observable market data, by correlation or other means.
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Level 3 Fair value determined using significant unobservable inputs, such as pricing models, discounted cash flows, or similar techniques.

Fair value measurements are used for inventories on a nonrecurring basis when events and circumstances indicate that their carrying value is not
recoverable. The following table presents the fair value hierarchy and our assets measured at fair value on a nonrecurring basis for the nine months ended
August 31, 2026 and the year ended November 30, 2025 (in thousands):

August 31, 2026 November 30, 2025
Inventory Inventory
Fair Value Pre-Impairment Impairment Pre-Impairment Impairment
Description Hierarchy Value Charges Fair Value (a) Value Charges Fair Value (a)
Inventories Level 3 $ 13,454 § (4,203) $ 9,251 $ 54,095 $ (15,531) $ 38,564

(a) Amounts represent the aggregate fair value for real estate assets impacted by inventory impairment charges during the applicable period, as of the date
that the fair value measurements were made. The carrying value for these real estate assets may have subsequently increased or decreased from the
fair value reflected due to activity that has occurred since the measurement date.

The fair values for inventories that were determined using Level 3 inputs were based on the estimated future net cash flows discounted for inherent risk
associated with each underlying asset.

The following table presents the fair value hierarchy, carrying values and estimated fair values of our financial instruments, except those for which the
carrying values approximate fair values (in thousands):

August 31, 2026 November 30, 2025
Fair Value Carrying Estimated Carrying Estimated
Description Hierarchy Value (a) Fair Value Value (a) Fair Value
Financial Liabilities:
Senior notes Level 2 $ 1,333,070 $ 1,307,875 $ 1,331,584 $ 1,333,188

(a) The carrying value for the senior notes, as presented, includes unamortized debt issuance costs. Debt issuance costs are not factored into the estimated
fair values of these notes.

The fair values of our senior notes are generally estimated based on quoted market prices for these instruments. The carrying values reported for cash and
cash equivalents, outstanding borrowings under the Credit Facility, if any, the Term Loan, and mortgages and land contracts due to land sellers and other
loans approximate fair values. The carrying value of corporate-owned life insurance is based on the cash surrender value of the policies and, accordingly,
approximates fair value.

Commitments and Contingencies

Commitments and contingencies include typical obligations of homebuilders for the completion of contracts and those incurred in the ordinary course of
business.

Warranty. We provide a limited warranty on all of our homes. The specific terms and conditions of our limited warranty program vary depending upon the
markets in which we do business. We generally provide a structural warranty of 10 years, a warranty on electrical, heating, cooling, plumbing and certain
other building systems each varying from two to five years based on geographic market and state law, and a warranty of one year for other components of
the home. Our limited warranty program is ordinarily how we respond to and account for homeowners’ requests to local division offices seeking repairs of
certain conditions or defects, including claims where we could have liability under applicable state statutes or tort law for a defective condition in or
damages to a home. Our warranty liability covers the costs of repairs associated with homeowner claims made under our limited warranty program. These
claims are generally made directly by a homeowner and involve their individual home.

We estimate the costs that may be incurred under each limited warranty and record a liability in the amount of such costs at the time the revenue associated
with the sale of each home is recognized. Our primary assumption in estimating the amounts we accrue for warranty costs is that historical claims
experience is a strong indicator of future claims experience.
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Factors that affect our warranty liability include the number of homes delivered, historical and anticipated rates of warranty claims, and cost per claim. We
periodically assess the adequacy of our accrued warranty liability, which is included in accrued expenses and other liabilities in our consolidated balance
sheets, and adjust the amount as necessary based on our assessment. Our assessment includes a review of our actual warranty costs incurred to identify
trends and changes in our warranty claims experience, and considers our home construction quality and customer service initiatives and outside events.
While we believe the warranty liability currently reflected in our consolidated balance sheets to be adequate, unanticipated changes or developments in the
legal environment, local weather, land or environmental conditions, quality of materials or methods used in the construction of homes or customer service
practices and/or our warranty claims experience could have a significant impact on our actual warranty costs in future periods and such amounts could
differ significantly from our current estimates.

The changes in our warranty liability were as follows (in thousands):

Three Months Ended August 31, Nine Months Ended August 31,
2026 2025 2026 2025
Balance at beginning of period $ 102,270 $ 97,658 $ 101,245 § 96,026
Warranties issued 8,585 10,642 23,400 29,643
Payments (9,045) (9,702) (22,835) (27,071)
Balance at end of period $ 101,810 $ 98,598 §$ 101,810 $ 98,598

Guarantees. In the normal course of our business, we issue certain representations, warranties and guarantees related to our home sales and land sales.
Based on historical experience, we do not believe any potential liability with respect to these representations, warranties or guarantees would be material to
our consolidated financial statements.

Self-Insurance. We maintain, and require the majority of our independent contractors to maintain, general liability insurance (including construction defect
and bodily injury coverage) and workers’ compensation insurance. These insurance policies protect us against a portion of our risk of loss from claims
related to our homebuilding activities, subject to certain self-insured retentions, deductibles and other coverage limits. We also maintain certain other
insurance policies. Costs associated with our self-insurance programs are included in selling, general and administrative expenses. In Arizona, California,
Colorado and Nevada, our contractors’ general liability insurance primarily takes the form of a wrap-up policy under a program where eligible independent
contractors are enrolled as insureds on each community. Enrolled contractors generally contribute toward the cost of the insurance and agree to pay a
contractual amount in the future if there is a claim related to their work. To the extent provided under the wrap-up program, we absorb the enrolled
contractors’ general liability associated with the work performed on our homes within the applicable community as part of our overall general liability
insurance and our self-insurance.

We self-insure a portion of our overall risk through the use of a captive insurance subsidiary, which provides coverage for our exposure to construction
defect, bodily injury and property damage claims and related litigation or regulatory actions, up to certain limits. Our self-insurance liability generally
covers the costs of settlements and/or repairs, if any, as well as our costs to defend and resolve the following types of claims:

e Construction defect: Construction defect claims, which represent the largest component of our self-insurance liability, typically originate through a
legal or regulatory process rather than directly by a homeowner and involve the alleged occurrence of a condition affecting two or more homes within
the same community, or they involve a common area or homeowners’ association property within a community. These claims typically involve higher
costs to resolve than individual homeowner warranty claims, and the rate of claims is highly variable.

*  Bodily injury: Bodily injury claims typically involve individuals (other than our employees) who claim they were injured while on our property or as a
result of our operations.

e Property damage: Property damage claims generally involve claims by third parties for alleged damage to real or personal property as a result of our
operations. Such claims may occasionally include those made against us by owners of property located near our communities.

Our self-insurance liability at each reporting date represents the estimated costs of reported claims, claims incurred but not yet reported, and claim
adjustment expenses. The amount of our self-insurance liability is based on an analysis performed by a third-party actuary that uses our historical claim
and expense data, as well as industry data to estimate these overall costs. Key assumptions used in developing these estimates include claim frequencies,
severities and resolution patterns, which can occur over an extended period of time. These estimates are subject to variability due to the length of time
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between the delivery of a home to a homebuyer and when a construction defect claim is made, and the ultimate resolution of such claim; uncertainties
regarding such claims relative to our markets and the types of products we build; and legal or regulatory actions and/or interpretations, among other
factors. Due to the degree of judgment involved and the potential for variability in these underlying assumptions, our actual future costs could differ from
those estimated. In addition, changes in the frequency and severity of reported claims and the estimates to resolve claims can impact the trends and
assumptions used in the actuarial analysis, which could be material to our consolidated financial statements. Though state regulations vary, construction
defect claims are reported and resolved over a long period of time, which can extend for 10 years or more. As a result, the majority of the estimated self-
insurance liability based on the actuarial analysis relates to claims incurred but not yet reported. Therefore, adjustments related to individual existing
claims generally do not significantly impact the overall estimated liability. Adjustments to our liabilities related to homes delivered in prior years are
recorded in the period in which a change in our estimate occurs.

Our self-insurance liability is presented on a gross basis for all periods without consideration of insurance recoveries and amounts we have paid on behalf
of and expect to recover from other parties, if any. Estimated probable insurance and other recoveries of $27.2 million and $22.3 million are included in
receivables in our consolidated balance sheets at August 31, 2026 and November 30, 2025, respectively. These self-insurance recoveries are principally
based on actuarially determined amounts and depend on various factors, including, among other things, the above-described claim cost estimates, our
insurance policy coverage limits for the applicable policy year(s), historical third-party recovery rates, insurance industry practices, the regulatory
environment and legal precedent, and are subject to a high degree of variability from period to period. Because of the inherent uncertainty and variability
in these assumptions, our actual insurance recoveries could differ significantly from amounts currently estimated.

The changes in our self-insurance liability were as follows (in thousands):

Three Months Ended August 31, Nine Months Ended August 31,
2026 2025 2026 2025
Balance at beginning of period $ 178,815 $ 187,277 $ 179,247 $ 185,428
Self-insurance provided 4,299 5,334 12,192 13,907
Payments (1,500) (1,199) (8,786) (12,540)
Adjustments (a) 5,905 (2,663) 4,866 1,954
Balance at end of period $ 187,519 § 188,749 $ 187,519 $ 188,749

(a) Represents net changes in the portion of our self-insurance liability estimated to be recoverable from our insurers or other parties, and/or actual
recoveries funded directly by our insurers or other parties, and/or adjustments, if any, to our previously recorded liability based on actuarially
determined estimates.

For most of our claims, there is no interaction between our warranty liability and self-insurance liability. Typically, if a matter is identified at its outset as
either a warranty or self-insurance claim, it remains as such through its resolution. However, there can be instances of interaction between the liabilities,
such as where individual homeowners in a community separately request warranty repairs to their homes to address a similar condition or issue and
subsequently join together to initiate, or potentially initiate, a legal process with respect to that condition or issue and/or the repair work we have
undertaken. In these instances, the claims and related repair work generally are initially covered by our warranty liability, and the costs associated with
resolving the legal matter (including any additional repair work) are covered by our self-insurance liability.

The payments we make in connection with claims and related repair work may be recovered from our insurers to the extent such payments exceed the self-
insured retentions or deductibles under, and are within the scope of coverage provided by, our general liability insurance policies. Also, in certain
instances, in the course of resolving a claim, we pay amounts in advance of and/or on behalf of an independent contractor(s) or their insurer(s) and believe
we will be reimbursed for such payments. Estimates of all such amounts, if any, are recorded as receivables in our consolidated balance sheets when any
such recovery is considered probable.

In addition to the risk that is effectively self-insured through our captive insurance subsidiary, we often obtain project-specific insurance coverage for
construction defect risk on attached projects (e.g., condominiums or townhomes) with self-insured retentions generally ranging from $50,000 to $250,000.
We record estimated liabilities and recoveries for projected losses related to these projects on a gross basis, including for known claims as well as estimates
for claims incurred but not yet reported, to the extent such amounts are considered probable and estimable.
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Performance Bonds and Letters of Credit. We are often required to provide to various municipalities and other government agencies performance bonds
and/or letters of credit to secure the completion of our projects and/or in support of obligations to build community improvements such as roads, sewers,
water systems and other utilities, and to support similar development activities by certain of our unconsolidated joint ventures. At August 31, 2026, we had
$1.35 billion of performance bonds and $55.1 million of letters of credit outstanding. At November 30, 2025, we had $1.37 billion of performance bonds
and $69.8 million of letters of credit outstanding. If any such performance bonds or letters of credit are called, we would be obligated to reimburse the
issuer of the performance bond or letter of credit. We do not believe that a material amount of any currently outstanding performance bonds or letters of
credit will be called. Performance bonds do not have stated expiration dates. Rather, we are released from the performance bonds as the underlying
performance is completed. The expiration dates of some letters of credit issued in connection with community improvements coincide with the expected
completion dates of the related projects or obligations. Most letters of credit, however, are issued with an initial term of one year and are typically extended
on a year-to-year basis until the related performance obligations are completed.

Land Option Contracts and Other Similar Contracts. In the ordinary course of our business, we enter into land option contracts and other similar contracts
to acquire rights to land for the construction of homes. At August 31, 2026, we had total cash deposits of $66.0 million to purchase land having an
aggregate purchase price of $1.68 billion. Our land option contracts and other similar contracts generally do not contain provisions requiring our specific
performance.

Civil Subpoena. On October 2, 2023, we received a subpoena from the U.S. Department of Justice Civil Division, dated September 27, 2023, to produce
certain documents and testimony with respect to the inspection, rating, marketing and advertising of our ENERGY STAR® certified homes, including our
contracts and/or communications with U.S. Environmental Protection Agency and third-party ENERGY STAR rating companies, real estate brokers, real
estate appraisers, financial institutions and other parties, as well as inspection-related guidelines, instructions, methods, policies, processes and procedures.
We are cooperating with the government and have produced documents and information. As of the date of this report, we are unable to predict what actions
the government will take, if any; the timing or nature of the ultimate outcome in this matter; or the impact, if any, such outcome may have on our business
or consolidated financial statements. As a result, while a loss or penalty, if any, is reasonably possible in this matter, it is not considered to be probable or
estimable.

Legal Matters

We are involved in litigation and regulatory proceedings incidental to our business that are in various procedural stages. We believe the accruals we have
recorded for probable and reasonably estimable losses with respect to these proceedings are adequate and that, as of August 31, 2026, it was not reasonably
possible that an additional material loss had been incurred in an amount in excess of the estimated amounts already recognized or disclosed in our
consolidated financial statements. We evaluate our accruals for litigation and regulatory proceedings at least quarterly and, as appropriate, adjust them to
reflect (a) the facts and circumstances known to us at the time, including information regarding negotiations, settlements, rulings and other relevant events
and developments; (b) the advice and analyses of counsel; and (c) the assumptions and judgment of management. Similar factors and considerations are
used in establishing new accruals for proceedings as to which losses have become probable and reasonably estimable at the time an evaluation is made.
Our accruals for litigation and regulatory proceedings are presented on a gross basis without consideration of recoveries and amounts we have paid on
behalf of and expect to recover from other parties, if any. Estimates of recoveries and amounts we have paid on behalf of and expect to recover from other
parties, if any, are recorded as receivables when such recoveries are considered probable. Based on our experience, we believe the amounts that may be
claimed or alleged against us in these proceedings are not a meaningful indicator of our potential liability. The outcome of any of these proceedings,
including the defense and other litigation-related costs and expenses we may incur, however, is inherently uncertain and could differ significantly from the
estimate reflected in a related accrual, if made. Therefore, it is possible that the ultimate outcome of any proceeding, if in excess of a related accrual or if
an accrual has not been made, could be material to our consolidated financial statements. Pursuant to SEC rules, we will disclose any proceeding in which
a governmental authority is a party and that arises under any federal, state or local provisions enacted or adopted regulating the discharge of materials into
the environment or primarily for the purpose of protecting the environment only where we believe that such proceeding will result in monetary sanctions
on us, exclusive of interest and costs, above $1.0 million or is otherwise material to our consolidated financial statements.
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19.

Stockholders’ Equity

On February 20, 2026, the management development and compensation committee of our board of directors approved the payout of 568,696 shares of our
common stock in connection with the vesting of PSUs that were granted to certain employees on November 14, 2022. The shares paid out under the PSUs
reflected our achievement of certain performance measures that were based on cumulative earnings per share, average return on invested capital, and
revenue growth relative to a peer group of high-production public homebuilding companies over the three-year period from December 1, 2022 through
November 30, 2025. Of the shares of common stock paid out, 261,364 shares, or $17.1 million, were purchased by us in the 2026 first quarter to satisfy the
recipients’ withholding taxes on the vesting of the PSUs. The shares purchased were not considered repurchases under the authorizations described below.

On October 9, 2025, our board of directors authorized us to repurchase up to $1.00 billion of our outstanding common stock. As of November 30, 2025,
there was $900.0 million of remaining availability under this share repurchase authorization. In the nine months ended August 31, 2026, we repurchased
3,104,677 shares of our common stock at a total cost of $175.0 million. Repurchases under the authorization may occur periodically through open market
purchases, privately negotiated transactions or otherwise, with the timing and amount at management’s discretion and dependent on market, business and
other conditions. This share repurchase authorization will continue in effect until fully used or earlier terminated or suspended by our board of directors,
and does not obligate us to purchase any shares. As of August 31, 2026, there was $725.0 million of remaining availability under this share repurchase
authorization.

The Inflation Reduction Act of 2022, which was enacted into law on August 16, 2022, imposed a non-deductible 1% excise tax on the net value of certain
stock repurchases made after December 31, 2022. In the three months and nine months ended August 31, 2026 and 2025, we reflected the applicable
excise tax in treasury stock as part of the cost basis of the stock repurchased and recorded a corresponding liability for the excise taxes payable in accrued
expenses and other liabilities on our consolidated balance sheet. All dollar amounts presented in this report related to our share repurchases and our share
repurchase authorization exclude such excise taxes, to the extent applicable, unless otherwise indicated.

In the 2026 and 2025 third quarters, our board of directors declared, and we paid, a quarterly cash dividend of $.25 per share. Quarterly dividends declared
and paid during each of the nine-month periods ended August 31, 2026 and 2025 totaled $.75 per share.

In April 2026, we retired 10,858,494 shares of our treasury stock. Upon the retirement of the treasury stock, we deducted the par value from common stock
and reflected the excess of cost over par value as a reduction to retained earnings.

Stock-Based Compensation

Stock Options. At November 30, 2025, we had 350,864 stock options outstanding with a weighted average exercise price of $16.21. During the nine
months ended August 31, 2026, all of these stock options were exercised; accordingly, no stock options were outstanding at August 31, 2026. We have not
granted stock option awards since 2016. As all stock options had been fully vested since 2019, no stock-based compensation expense related to stock
options was recognized during the three-month and nine-month periods ended August 31, 2026 and 2025.

Other Stock-Based Awards. From time to time, we grant restricted stock and PSUs to various employees as a compensation benefit. We recognized a
nominal stock-based compensation amount related to these awards for the three months ended August 31, 2026, compared to expense of $8.4 million for
the three months ended August 31, 2025. For the nine months ended August 31, 2026 and 2025, we recognized stock-based compensation expense of $11.3
million and $25.1 million, respectively, related to these awards. The year-over-year decreases in stock-based compensation expense for both the three-
month and nine-month periods were primarily due to lower compensation expense associated with PSUs, reflecting reduced expected achievement levels
relative to the applicable performance metrics.
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20. Supplemental Disclosure to Consolidated Statements of Cash Flows

21.

The following are supplemental disclosures to the consolidated statements of cash flows (in thousands):
Nine Months Ended August 31,

2026 2025

Summary of cash and cash equivalents at end of period:

Homebuilding $ 159,018 $ 330,586

Financial services 1,040 1,712

Total $ 160,058 $ 332,298

Supplemental disclosures of cash flow information:

Interest paid, net of amounts capitalized $ 10,049 $ 1,453

Income taxes paid 23,307 88,901
Supplemental disclosures of non-cash activities:

Decrease in consolidated inventories not owned (4,414) (5,762)

Non-cash change in investment in unconsolidated joint venture, net (967) 4,890

Relocation of Corporate Headquarters

On April 8, 2026, we announced plans to relocate our corporate headquarters office from Los Angeles, California to Tempe, Arizona. The relocation is
intended to bring executive leadership and corporate functions together in a more centralized location and is expected to reduce our cost structure over
time. Relocation activities will primarily occur in two phases, with the larger phase anticipated to be substantially complete in 2027 and a smaller phase
expected to continue into 2028.

Based on our current estimates and assumptions, and subject to our relocation efforts proceeding as currently planned, we expect to incur total costs
associated with the relocation of approximately $8.0 million to $12.0 million. The majority of these costs are expected to be incurred through 2027, with
certain costs extending into 2028. These estimates are subject to change as our relocation plan progresses and workforce transition decisions and other
factors continue to evolve; accordingly, actual costs and the timing of when such costs are incurred may differ from current expectations. The relocation
cost estimates mainly consist of employee separation, retention and relocation expenses, with a smaller portion related to other exit costs such as travel;
legal, consulting and other professional services; contract terminations; and asset impairments. As employees are required to provide service through
applicable dates to receive separation or retention benefits, the expenses and related liabilities are recognized ratably over the required service period.
Relocation expenditures and other exit costs are generally recognized in the period incurred.

For the three months ended August 31, 2026, we recognized $1.9 million of expenses related to the relocation. For the nine months ended August 31, 2026,
we recognized $3.4 million of expenses related to the relocation, including $.5 million of asset impairments. All such expenses for both periods were
included in selling, general and administrative expenses, within our Corporate and other non-operating segment, in our consolidated statements of
operations. As of August 31, 2026, the liability for relocation costs totaled $2.8 million and was included within accrued expenses and other liabilities in
our consolidated balance sheet.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Results of Operations
OVERVIEW

Revenues are generated from our homebuilding and financial services operations. The following table presents a summary of our consolidated results of
operations (dollars in thousands, except per share amounts):

Three Months Ended August 31, Nine Months Ended August 31,
2026 2025 Variance 2026 2025 Variance

Revenues:

Homebuilding $ 1,292,350  $ 1,614,462 20)% $ 3,471,516 $ 4,526,219 (23) %

Financial services 4,751 6,012 21) 15,031 15,617 @)

Total revenues $ 1,297,101 $ 1,620,474 20)% $ 3,486,547 $ 4,541,836 (23) %

Pretax income:

Homebuilding $ 73,799 $ 134,542 45 % $ 139,172 $ 400,595 (65) %

Financial services 7,381 8,686 (15) 19,581 24,373 (20)
Total pretax income 81,180 143,228 (43) 158,753 424,968 (63)
Income tax expense (15,900) (33,400) 52 (32,700) (97,700) 67
Net income $ 65,280 $ 109,828 4n% $ 126,053 § 327,268 (61) %
Diluted earnings per share $ 1.05 3 1.61 (35 % $ 2.00 $ 4.60 (57) %

During the 2026 third quarter, housing market conditions remained challenging, weakening from the prior quarter as an increase in mortgage loan interest rates
further pressured affordability in many of our served markets. Higher interest rates coupled with persistent inflation, attributable in part to rising commodity
and oil prices, heightened macroeconomic uncertainties and geopolitical tensions, including the military conflicts in the Middle East and in Ukraine, caused
prospective buyers to become more cautious on purchasing a home. In addition, resale home inventory, which is our largest competitor, increased to its highest
levels in a decade, and we are seeing pricing trending downward in several areas within our operational footprint. Even with the significant headwinds, demand
for our Built to Order® homes contributed to our first year-over-year increase in ending backlog in four years, as these homes are generally sold prior to the
start of construction and remain in backlog until delivered.

Reflecting the operating environment, we produced 2,604 net orders in the 2026 third quarter, down 12% from the year-earlier quarter, which contributed,
along with a higher average community count, to a decline in the monthly net order pace per community to 3.1, compared to 3.8 for the prior-year period. Our
average community count increased 8% year over year to 279, and our ending community count rose 5% to 277, primarily reflecting our continued investments
in land and land development to support future growth. The value of net orders for the quarter was $1.21 billion, down 8% from the year-earlier period,
primarily due to lower net orders, partly offset by a 4% increase in their average selling price to $463,600.

To support orders, we have remained focused in 2026 on our strategy of offering customers a simple, straightforward and transparent base price with limited, if
any, concessions or incentives, intended to provide a compelling value competitive with area resale home prices. In addition, while selling through our existing
inventory, we have continued to prioritize orders of our Built to Order homes, which are our core competency and a key industry differentiator for us that
typically generate higher gross profit margins than inventory homes, and we generated predominantly Built to Order net orders in each of the first three
quarters of 2026.

We believe this reflects, in part, how the value proposition of our Built to Order homes to prospective customers has increased with the meaningful reduction in
build times we have achieved over the past few years. In 2026, our average build times improved year over year by 22% in the first quarter, 24% in the second
quarter and 19% in the third quarter. With the substantial Built to Order net orders we generated in the first nine months of the year, we reached our goal of a
predominantly Built to Order mix of homes delivered in the 2026 third quarter, with these homes comprising 74% of homes delivered and benefiting our
housing gross profit margin.

Homebuilding revenues for the three months ended August 31, 2026 were generated solely from housing operations. For the three months ended August 31,
2025, homebuilding revenues were generated from housing operations and nominal land sales. Housing revenues for the 2026 third quarter decreased 20% year
over year to $1.29 billion, due to a 19% decrease in the number of homes delivered to 2,732 and a slight decline in their average selling price to $473,000.
Approximately 50% of our
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homes delivered in the 2026 third quarter were to first-time homebuyers. Our homes delivered as a percentage of backlog at the beginning of the quarter were
60% for the 2026 third quarter, compared to 71% for the year-earlier quarter. This decrease reflects growth in our backlog since the beginning of the year, as
well as a lower percentage of homes sold and delivered within the same quarter, corresponding to our strategic shift toward increasing our mix of Built to Order
net orders.

Homebuilding operating income for the three months ended August 31, 2026 was $67.1 million, compared to $131.2 million for the year-earlier period. As a
percentage of revenues, homebuilding operating income was 5.2% for the 2026 third quarter, compared to 8.1% for the corresponding 2025 period, mainly due
to a lower housing gross profit margin and higher selling, general and administrative expenses as a percentage of revenues. Excluding inventory-related charges
of $3.0 million for the current quarter and $11.3 million for the year-earlier quarter, the homebuilding operating income margin was 5.4%, compared to 8.8%.
Our housing gross profit margin was 16.5%, compared to 18.2% for the year-earlier quarter. Excluding the above-mentioned inventory-related charges, the
housing gross profit margin was 16.8%, compared to 18.9%, primarily reflecting pricing pressure, higher relative land costs and reduced operating leverage.
Selling, general and administrative expenses as a percentage of housing revenues increased 130 basis points year over year to 11.3%, mainly due to a decrease
in operating leverage from lower housing revenues.

Total pretax income for the 2026 third quarter was $81.2 million, including a $3.5 million gain associated with the sale of an investment in equity securities of
a privately held technology company, compared to $143.2 million for the year-earlier period. Net income and diluted earnings per share for the three months
ended August 31, 2026 were $65.3 million and $1.05, respectively, compared to $109.8 million and $1.61, respectively, for the three months ended August 31,
2025. Our diluted earnings per share for the 2026 third quarter reflected lower net income, partly offset by a 9% reduction in our weighted-average diluted
share count attributable to common stock repurchases over the past several quarters.

We continue to take a balanced approach to capital allocation, guided by market conditions and our priorities of investing in land and land development to
support future growth and returning capital to our stockholders. Our investments in land and land development for the 2026 third quarter totaled $722.3
million, a 40% increase compared to the year-earlier quarter. During the 2026 third quarter, we repurchased .9 million shares of our common stock at a total
cost of $50.0 million, compared to 3.3 million shares at a total cost of $188.5 million in the year-earlier quarter. For the nine months ended August 31, 2026,
we invested $1.79 billion in land and land development, representing an 8% decrease from the corresponding year-earlier period, and repurchased 3.1 million
shares of our common stock at a total cost of $175.0 million. We ended the 2026 third quarter with total liquidity of $942.4 million, including cash and cash
equivalents and $783.4 million of available capacity under the Credit Facility. We had $415.0 million of cash borrowings outstanding under the Credit Facility
at August 31, 2026.

With our ending backlog value at August 31, 2026 up 3% year over year to approximately $2.05 billion, we believe we are well positioned to achieve our
projections for the 2026 fourth quarter and full year, as described below under “Outlook.”

HOMEBUILDING

Financial Results. The following table presents a summary of certain financial and operational data for our homebuilding operations (dollars in thousands,
except average selling price):

Three Months Ended August 31, Nine Months Ended August 31,
2026 2025 2026 2025
Revenues:
Housing $ 1,292,350 $ 1,613,975 $ 3,470,076 $ 4,525,732
Land — 487 1,440 487
Total 1,292,350 1,614,462 3,471,516 4,526,219
Costs and expenses:
Construction and land costs
Housing (1,078,590) (1,320,611) (2,923,732) (3,658,080)
Land — (536) (1,296) (536)
Total (1,078,590) (1,321,147) (2,925,028) (3,658,616)
Selling, general and administrative expenses (146,626) (162,152) (418,217) (477,638)
Total (1,225,216) (1,483,299) (3,343,245) (4,136,254)
Operating income 67,134 131,163 128,271 389,965
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Three Months Ended August 31, Nine Months Ended August 31,

2026 2025 2026 2025

Interest income and other $ 4,518 $ 1,870 $ 6,963 $ 5,628
Equity in income of unconsolidated joint ventures 2,147 1,509 3,938 5,002
Homebuilding pretax income $ 73,799 $ 134,542 § 139,172 $ 400,595
Homes delivered 2,732 3,393 7,497 9,283
Average selling price $ 473,000 $ 475,700  $ 462,900 $ 487,500
Housing gross profit margin as a percentage of housing revenues 16.5 % 182 % 15.7 % 19.2 %
Adjusted housing gross profit margin as a percentage of housing

revenues 16.8 % 18.9 % 16.1 % 19.6 %
Selling, general and administrative expenses as a percentage of

housing revenues 11.3% 10.0 % 12.0 % 10.6 %
Operating income as a percentage of revenues 52 9% 8.1 % 3.7 % 8.6 %

Revenues. Homebuilding revenues for the three months ended August 31, 2026 consisted solely of housing revenues. In the three months ended August 31,
2025, homebuilding revenues were generated from housing operations and nominal land sale revenues. Housing revenues for the 2026 third quarter declined
20% from the year-earlier quarter due to a decrease of 19% in the number of homes delivered and a slight decline in their overall average selling price. Each of
our homebuilding reporting segments posted year-over-year decreases in third-quarter housing revenues, ranging from 7% in our West Coast segment to 34%
in our Southwest and Central segments. The decline in the overall number of homes delivered primarily resulted from our having 5% fewer homes in backlog
at the beginning of the 2026 third quarter compared to the year-earlier period, as well as our strategic shift toward a higher mix of Built to Order sales in the
2026 first nine months.

For the nine months ended August 31, 2026 and 2025, homebuilding revenues consisted of housing revenues and land sale revenues. Housing revenues for the
nine months ended August 31, 2026 decreased 23% from the corresponding 2025 period due to a 19% decline in the number of homes delivered and a 5%
decrease in their average selling price.

There were no land sale revenues for the three months ended August 31, 2026, compared to land sale revenues of $.5 million for the corresponding 2025
period. For the nine months ended August 31, 2026, land sale revenues totaled $1.4 million, compared to $.5 million for the nine months ended August 31,
2025. Generally, land sale revenues fluctuate with our decisions to maintain or decrease our land ownership position in certain markets based upon the volume
of our holdings, our business strategy, the strength and number of developers and other land buyers in particular markets at given points in time, the availability
of opportunities to sell land at acceptable prices and prevailing market conditions.

Operating Income. Our homebuilding operating income for the three months ended August 31, 2026 decreased 49% from the prior-year period, reflecting lower
housing gross profits, partly offset by lower selling, general and administrative expenses. Operating income for the 2026 third quarter included $3.0 million of
inventory-related charges, compared to $11.3 million for the year-earlier quarter. As a percentage of revenues, our operating income for the three months ended
August 31, 2026 was 5.2%, compared to 8.1% for the corresponding 2025 period, due to a lower housing gross profit margin and higher selling, general and
administrative expenses as a percentage of housing revenues. Excluding inventory-related charges, our operating income as a percentage of revenues was 5.4%
for the three months ended August 31, 2026, compared to 8.8% for the year-earlier period.

For the nine months ended August 31, 2026, our homebuilding operating income declined 67% from the year-earlier period mainly due to a decrease in housing
gross profits, partially offset by lower selling, general and administrative expenses. Operating income for the nine months ended August 31, 2026 included
inventory-related charges of $10.7 million, compared to $18.4 million of such charges for the corresponding 2025 period. As a percentage of revenues, our
operating income for the nine months ended August 31, 2026 decreased 490 basis points year over year to 3.7%, mainly reflecting a lower housing gross profit
margin and higher selling, general and administrative expenses as a percentage of revenues. Excluding inventory-related charges, our operating income as a
percentage of revenues declined 500 basis points to 4.0% for the nine months ended August 31, 2026.

*  Housing Gross Profits — Housing gross profits of $213.8 million for the three months ended August 31, 2026 were down 27% year over year, reflecting
lower housing revenues and a 170 basis-point decrease in our housing gross profit margin to
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16.5%. The decline in the housing gross profit margin primarily reflected continued pricing pressure, higher relative land costs and reduced operating
leverage. As a percentage of housing revenues, the amortization of previously capitalized interest associated with housing operations, which is included in
construction and land costs, was 1.7% for both the three months ended August 31, 2026 and 2025. Excluding the above-mentioned inventory-related
charges, all of which were associated with housing operations, our adjusted housing gross profit margin of 16.8% for the 2026 third quarter decreased 210
basis points year over year.

For the nine months ended August 31, 2026, our housing gross profits of $546.3 million decreased from $867.7 million for the year-earlier period due to
lower housing revenues and a 350 basis-point decline in our housing gross profit margin. The housing gross profit margin decrease primarily reflected the
same factors described above for the three months ended August 31, 2026. As a percentage of housing revenues, the amortization of previously capitalized
interest associated with housing operations was 1.7% for both the nine months ended August 31, 2026 and 2025. Excluding the above-mentioned
inventory-related charges, all of which were associated with housing operations, our adjusted housing gross profit margin of 16.1% for the nine months
ended August 31, 2026 decreased 350 basis points year over year.

The calculation of adjusted housing gross profit margin, which we believe provides a clearer measure of the performance of our business, is described
below under “Non-GAAP Financial Measures.”

Land Sale Profits — There were no land sales during the three months ended August 31, 2026. Land sales generated nominal results for the nine months
ended August 31, 2026 and the three-month and nine-month periods ended August 31, 2025.

Selling, General and Administrative Expenses — The following table presents the components of our selling, general and administrative expenses (dollars
in thousands):

Three Months Ended August 31, Nine Months Ended August 31,
% of % of % of % of

Housing Housing Housing Housing

2026 Revenues 2025 Revenues 2026 Revenues 2025 Revenues
Marketing expenses $ 39,722 31% $ 39,894 24% $§ 117,498 34% $ 122,159 2.7 %

Commission expenses (a) 44,358 34 56,062 3.5 124,099 3.5 155,742 3.5

General and administrative

expenses 62,546 4.8 66,196 4.1 176,620 5.1 199,737 44

Total $ 146,626 11.3% $ 162,152 10.0% $ 418,217 120% $ 477,638 10.6 %

(a) Commission expenses include sales commissions on homes delivered paid to internal sales counselors and external real estate brokers.

Our selling, general and administrative expenses for the three months ended August 31, 2026 decreased 10% compared to the year-earlier period, primarily
reflecting a decrease in commission expenses resulting from fewer homes delivered in the 2026 period and a reduction in general and administrative
expenses largely due to lower costs associated with performance-based compensation and personnel reductions. As a percentage of housing revenues, our
selling, general and administrative expenses for the three months ended August 31, 2026 increased 130 basis points year over year, mainly due to a
decrease in operating leverage from lower housing revenues, partly offset by lower costs associated with certain performance-based employee
compensation plans and personnel reductions. For the nine months ended August 31, 2026, selling, general and administrative expenses decreased 12%
year over year, primarily due to the same factors described above for the three months ended August 31, 2026 as well as the favorable impact of $8.0
million in insurance recoveries. As a percentage of housing revenues, selling, general and administrative expenses for the nine months ended August 31,
2026 increased 140 basis points, primarily reflecting decreased operating leverage from lower housing revenues, partly offset by lower costs associated
with certain performance-based employee compensation plans and personnel reductions, and the insurance recoveries.

Interest Income/Expense and Other. Interest income and other for the three months and nine months ended August 31, 2026 consisted of interest income and a
$3.5 million gain associated with the sale of an investment in equity securities of a privately held technology company. Further information regarding this gain
is provided in Note 10 — Other Assets in the Notes to Consolidated Financial Statements in this report. For the three months and nine months ended August 31,
2025, interest income and other was comprised solely of interest income.
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Interest income, which is generated from short-term investments, was $1.0 million for the three months ended August 31, 2026, compared to $1.9 million for
the year-earlier quarter. For the nine months ended August 31, 2026, interest income was $3.5 million, compared to $5.6 million for the corresponding 2025
period. The year-over-year decreases for the three-month and nine-month periods ended August 31, 2026 reflected our lower average balance of cash
equivalents and a lower interest rate in the 2026 periods. Generally, increases and decreases in interest income are attributable to changes in the interest-bearing
average balances of short-term investments and fluctuations in interest rates.

We incur interest principally from our borrowings to finance land acquisitions, land development, home construction and other operating and capital needs. All
interest incurred during the three-month and nine-month periods ended August 31, 2026 and 2025 was capitalized as the average amount of our inventory
qualifying for interest capitalization was higher than our average debt level for each period. Accordingly, we had no interest expense for these periods. Further
information regarding our interest incurred and capitalized is provided in Note 6 — Inventories in the Notes to Consolidated Financial Statements in this report.

Equity_in Income of Unconsolidated Joint Ventures. Our equity in income of unconsolidated joint ventures was $2.1 million for the three months ended
August 31, 2026, compared to $1.5 million for the year-earlier period. For the nine months ended August 31, 2026, our equity in income of unconsolidated
joint ventures was $3.9 million, compared to $5.0 million for the corresponding 2025 period. Further information regarding our investments in homebuilding
unconsolidated joint ventures is provided in Note 9 — Investments in Unconsolidated Joint Ventures in the Notes to Consolidated Financial Statements in this
report.

Net Orders, Cancellation Rates, Backlog and Community Count. The following table presents information about our net orders, cancellation rate, ending
backlog and community count (dollars in thousands):

Three Months Ended August 31, Nine Months Ended August 31,
2026 2025 2026 2025
Net orders 2,604 2,950 8,767 9,182
Net order value (a) $ 1,207,224 $ 1,314,607 $ 4,119,932 $ 4,271,688
Cancellation rate (b) 18 % 17 % 14 % 16 %
Ending backlog — homes 4,398 4,333 4,398 4,333
Ending backlog — value $ 2,053,208 $ 1,988,863 $ 2,053,208 $ 1,988,863
Ending community count 277 264 277 264
Average community count 279 259 276 258

(a) Net order value represents potential future housing revenues associated with net orders generated during the period, as well as homebuyer selections of lot
and product premiums and design choices and options for homes in backlog during the same period.

(b) Cancellation rate represents the total number of contracts for new homes cancelled during a period divided by the total (gross) orders for new homes
generated during the same period.

Net Orders. Net orders for the 2026 third quarter were down 12% compared to the year-earlier quarter, driven by decreases ranging from 2% in our Southwest
homebuilding reporting segment to 26% in our Central segment, partly offset by an increase of 8% in our West Coast segment. The pace of monthly net orders
per community was 3.1 in the 2026 third quarter, compared to 3.8 for the corresponding 2025 quarter, reflecting the lower net order volume and our higher
average community count. The value of net orders for the 2026 third quarter was $1.21 billion, a decline of 8% from year-earlier quarter, reflecting the lower
net order volume, partly offset by a 4% increase in average selling price of those net orders to $463,600. Our cancellation rate as a percentage of gross orders
for the three months ended August 31, 2026 was nearly even with the year-earlier period.

To support sales in the nine months ended August 31, 2026, we remained focused on offering customers a simple, straightforward, transparent base price with
limited, if any, concessions or incentives, intended to provide a compelling value competitive with area resale home prices. Further, while selling through our
existing inventory, we have continued to prioritize orders of our Built to Order homes, which are our core competency and a key industry differentiator for us
that typically generate higher gross margins than inventory homes, and we generated predominantly Built to Order net orders in each of the first three quarters
of 2026. This momentum contributed to a 74% mix of Built to Order homes delivered in the 2026 third quarter and helped drive the first year-over-year
increase in our ending backlog in four years, as these homes are generally sold prior to the start of construction and remain in backlog until delivered.
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Backlog. The number of homes in our backlog at August 31, 2026 increased 2% compared to August 31, 2025. Our overall backlog value at August 31, 2026
grew 3% year over year due to the increased number of homes in backlog and their higher average selling price. Backlog value reflected a year-over-year
increase of 22% in our West Coast homebuilding reporting segment, partially offset by decreases ranging from 9% in our Southwest segment to 12% in our
Southeast segment. Based on our historical experience, a portion of the homes in backlog will not result in homes delivered due to cancellations. Among other
benefits, our larger backlog of Built to Order homes generally provides us with greater visibility into future deliveries and enhanced predictability of housing
gross profit margins compared to inventory homes, as the selling price and cost to build are usually known prior to starting the home.

Community Count. We use the term “community count” to refer to the number of communities open for sale with at least five homes left to sell at the end of a
reporting period. Our ending community count for the 2026 third quarter grew 5% and our average community count increased 8%, each as compared to the
year-earlier quarter.

HOMEBUILDING REPORTING SEGMENTS

Operational Data. The following tables present information about our homes delivered, net orders, cancellation rates as a percentage of gross orders, net order
value, average community count and ending backlog (number of homes and value) by homebuilding reporting segment (dollars in thousands):

Three Months Ended August 31,

Homes Delivered Net Orders Cancellation Rates

Segment 2026 2025 2026 2025 2026 2025
West Coast 966 972 937 870 16 % 18 %
Southwest 503 681 448 459 17 15
Central 609 943 587 795 19 17
Southeast 654 797 632 826 20 17

Total 2,732 3,393 2,604 2,950 18 % 17 %

Net Order Value Average Community Count

Segment 2026 2025 Variance 2026 2025 Variance
West Coast $ 596,541 $ 550,753 8 % 111 89 25 %
Southwest 194,690 218,931 (11) 38 36 6
Central 188,092 255,530 (26) 67 66 2
Southeast 227,901 289,393 21) 63 68 7

Total $ 1,207,224 $ 1,314,607 ®) % 279 259 8 %

Nine Months Ended August 31,
Homes Delivered Net Orders Cancellation Rates
Segment 2026 2025 2026 2025 2026 2025
West Coast 2,494 2,789 3,142 2,872 13 % 15 %
Southwest 1,256 2,020 1,485 1,561 12 14
Central 1,880 2,505 2,050 2,545 15 16
Southeast 1,867 1,969 2,090 2,204 15 19
Total 7,497 9,283 8,767 9,182 14 % 16 %
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Nine Months Ended August 31,

Net Order Value Average Community Count
Segment 2026 2025 Variance 2026 2025 Variance
West Coast 2,025,545 § 1,886,073 7 % 106 88 20 %
Southwest 644,590 757,074 (15) 38 38
Central 691,528 823,869 (16) 67 67
Southeast 758,269 804,672 (6) 65 65 —
Total 4,119,932 § 4,271,688 @) % 276 258 7 %
August 31,
Backlog — Homes Backlog — Value
Segment 2026 2025 Variance 2026 2025 Variance
West Coast 1,589 1,294 23 % $ 1,019,253 $ 833,715 22 %
Southwest 696 675 3 296,130 326,959 O]
Central 1,042 1,173 11 351,418 390,780 (10)
Southeast 1,071 1,191 (10) 386,407 437,409 (12)
Total 4,398 4,333 2% $ 2,053,208 $ 1,988,863 3%

The composition of our homes delivered, net orders and backlog shifts with the product and geographic mix of our active communities and the corresponding
average selling prices of the homes ordered and/or delivered at these communities in any particular period, changing as new communities open and existing
communities wind down or sell out in the ordinary course. In addition, with our Built to Order business model, the selling prices of individual homes within a
community may vary due to differing lot sizes and locations, home square footage, product premiums and the design choices and options buyers select. These
intrinsic variations in our business limit the comparability of our homes delivered, net orders and backlog, as well as their corresponding values, between
sequential and year-over-year periods, in addition to the effect of prevailing economic or housing market conditions in or across any particular periods.

Financial Results. Below is a discussion of the financial results for each of our homebuilding reporting segments. Further information regarding these
segments, including their pretax income (loss), is included in Note 2 — Segment Information in the Notes to Consolidated Financial Statements in this report.
The difference between each homebuilding reporting segment’s operating income (loss) and pretax income (loss) is generally due to the equity in income (loss)
of unconsolidated joint ventures and/or interest income and expense.

In addition to the results of our homebuilding reporting segments presented below, our consolidated homebuilding operating income includes the results of
Corporate and other, a non-operating segment. Corporate and other had operating losses of $31.4 million and $36.4 million in the three months ended
August 31, 2026 and 2025, respectively. For the nine months ended August 31, 2026, Corporate and other had an operating loss of $101.9 million, compared to
$113.3 million for the corresponding year-earlier period.

The financial results of our homebuilding reporting segments for the three months and nine months ended August 31, 2026 and 2025 were impacted to varying
degrees by price reductions and other homebuyer concessions we extended to buyers in conjunction with our sales strategies, as well as product and geographic
mix shifts of homes delivered.

West Coast. The following table presents financial information related to our West Coast segment (dollars in thousands, except average selling price):
Three Months Ended August 31, Nine Months Ended August 31,

2026 2025 Variance 2026 2025 Variance
Revenues $ 620,017 $ 664,380 7% $ 1,580,719 $ 1,926,722 (18) %
Construction and land costs (516,320) (549,332) 6 (1,340,827) (1,579,624) 15
Selling, general and
administrative expenses (50,723) (45,899) (11) (135,026) (135,363) —
Operating income $ 52,974 $ 69,649 2% $ 104,866 $ 211,735 (50) %

35



Three Months Ended August 31, Nine Months Ended August 31,

2026 2025 Variance 2026 2025 Variance
Homes delivered 966 972 1 % 2,494 2,789 a1y %
Average selling price $ 641,800 $ 684,000 6 % $ 633,500 $ 690,800 ®) %
Operating income as a
percentage of revenues 8.5% 10.5 % (200) bps 6.6 % 11.0 % (440) bps

This segment’s revenues for the three months ended August 31, 2026 and the three-month and nine-month periods ended August 31, 2025 were generated
solely from housing operations. For the nine months ended August 31, 2026, this segment’s revenues consisted of housing revenues and nominal land sale
revenues. Housing revenues for the three months and nine months ended August 31, 2026 decreased from the corresponding year-earlier periods, reflecting
declines in both the number of homes delivered and their average selling price. Operating income for the three months ended August 31, 2026 decreased year
over year due to lower housing gross profits and higher selling, general and administrative expenses. Operating income as a percentage of revenues decreased
from the prior-year quarter due to a 70 basis-point decline in the housing gross profit margin to 16.7% and a 130 basis-point increase in selling, general and
administrative expenses as a percentage of housing revenues to 8.2%. For the nine months ended August 31, 2026, operating income decreased from the
corresponding 2025 period, primarily reflecting lower housing gross profits. Operating income as a percentage of revenues also declined, mainly due to a 280
basis-point decrease in the housing gross profit margin to 15.2% and a 160 basis-point increase in selling, general and administrative expenses as a percentage
of housing revenues to 8.5%.

The year-over-year decrease in the housing gross profit margin for the three months and nine months ended August 31, 2026 was primarily due to continued
pricing pressure, higher relative land costs, and product and geographic mix. For the nine months ended August 31, 2026, the housing gross profit margin was
also impacted by higher relative construction costs and reduced operating leverage. For the three months ended August 31, 2026, inventory-related charges
associated with housing operations were $.7 million, compared to $1.1 million for the year-earlier period. For the nine months ended August 31, 2026,
inventory-related charges associated with housing operations were $5.7 million, compared to $3.0 million for the year-earlier period. The year-over-year
increase in selling, general and administrative expenses as a percentage of housing revenues for the three months and nine months ended August 31, 2026 was
mainly due to higher marketing and other expenses associated with our expanded community count in this segment as well as a decrease in operating leverage
from lower housing revenues. For the nine months ended August 31, 2026, these impacts were partly offset by insurance recoveries.

Southwest. The following table presents financial information related to our Southwest segment (dollars in thousands, except average selling price):

Three Months Ended August 31, Nine Months Ended August 31,
2026 2025 Variance 2026 2025 Variance

Revenues $ 222,080 $ 335,505 B4 % $ 568,937 $ 962,486 “41) %
Construction and land costs (178,287) (254,515) 30 (453,207) (723,639) 37
Selling, general and

administrative expenses (17,844) (23,544) 24 (48,781) (67,245) 27
Operating income $ 25,949 $ 57,446 55 % $ 66,949 $ 171,602 6 %
Homes delivered 503 681 26) % 1,256 2,020 38 %
Average selling price $ 441,500 $ 492,700 (10) % $ 453,000 $ 476,500 6 %
Operating income as a

percentage of revenues 11.7 % 17.1 % (540) bps 11.8 % 17.8 % (600) bps

For the three-month and nine-month periods ended August 31, 2026 and 2025, this segment’s revenues were generated solely from housing operations. This
segment’s housing revenues declined year over year in both periods, reflecting decreases in both the number of homes delivered and their average selling price.
Operating income for the three-month and nine-month periods ended August 31, 2026 decreased from the corresponding year-earlier periods due to lower
housing gross profits, partially offset by lower selling, general and administrative expenses. As a percentage of revenues, operating income for the 2026 third
quarter declined from the year-earlier quarter, reflecting a 440 basis-point decrease in the housing gross profit margin to 19.7% and a 100 basis-point increase
in selling, general and administrative expenses as a percentage of housing revenues to 8.0%. For the nine months ended August 31, 2026, operating income as a
percentage of revenues also decreased year over year due to a
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450 basis-point decrease in the housing gross profit margin to 20.3% and a 150 basis-point increase in selling, general and administrative expenses as a
percentage of housing revenues to 8.6%.

The year-over-year decrease in the housing gross profit margin for the three months and nine months ended August 31, 2026 primarily reflected continued
pricing pressure, higher relative land costs and decreased operating leverage on lower housing revenues. There were no inventory-related charges associated
with housing operations for the three months ended August 31, 2026, and such charges totaled $.4 million for the nine months ended August 31, 2026,
compared to $.5 million and $1.6 million, respectively, for the corresponding year-earlier periods. The year-over-year increase in selling, general and
administrative expenses as a percentage of housing revenues for both the three months and nine months ended August 31, 2026 was mainly due to a decrease in
operating leverage from lower housing revenues.

Central. The following table presents financial information related to our Central segment (dollars in thousands, except average selling price):

Three Months Ended August 31, Nine Months Ended August 31,
2026 2025 Variance 2026 2025 Variance

Revenues $ 205,567 $ 310,603 B4 % $ 635,004 $ 869,182 27 %
Construction and land costs (177,382) (261,299) 32 (541,462) (712,516) 24
Selling, general and

administrative expenses (24,742) (31,096) 20 (72,032) (92,291) 22
Operating income $ 3,443 $ 18,208 @) % $ 21,510 $ 64,375 67) %
Homes delivered 609 943 35) % 1,880 2,505 25) %
Average selling price $ 337,500 $ 329,400 2 % $ 337,800 $ 347,000 3) %
Operating income as a

percentage of revenues 1.7 % 5.9 % (420) bps 3.4 % 7.4 % (400) bps

This segment’s revenues for the three-month and nine-month periods ended August 31, 2026 and 2025 were generated solely from housing operations. Housing
revenues for the three months and nine months ended August 31, 2026 were down from the corresponding year-earlier periods primarily due to a decrease in
the number of homes delivered. Operating income for the three-month and nine-month periods ended August 31, 2026 declined from the corresponding year-
earlier periods due to lower housing gross profits, partly offset by lower selling, general and administrative expenses. This segment’s operating income as a
percentage of revenues for the 2026 third quarter decreased from the year-earlier period due to a 220 basis-point decline in the housing gross profit margin to
13.7% and a 200 basis-point increase in selling, general and administrative expenses as a percentage of housing revenues to 12.0%. For the nine months ended
August 31, 2026, operating income as a percentage of revenues decreased year over year, reflecting a 330 basis-point decrease in the housing gross profit
margin to 14.7%, and a 70 basis-point increase in selling, general and administrative expenses as a percentage of housing revenues to 11.3%.

The housing gross profit margin declined year over year for both the three-month and nine-month periods ended August 31, 2026, mainly due to continued
pricing pressure, higher relative land costs, product and geographic mix, and decreased operating leverage on lower housing revenues, partly offset by
decreased inventory-related charges. Inventory-related charges associated with housing operations for the three months ended August 31, 2026 were $.9
million, compared to $7.2 million for the year-earlier period. For the nine months ended August 31, 2026, inventory-related charges associated with housing
operations were $1.9 million, compared to $9.4 million for the year-earlier period. The year-over-year increase in selling, general and administrative expenses
as a percentage of housing revenues for the three months and nine months ended August 31, 2026 primarily reflected a decrease in operating leverage from
lower housing revenues. For the nine months ended August 31, 2026, the year-over-year increase was largely offset by the favorable impact of insurance
recoveries.
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Southeast. The following table presents financial information related to our Southeast segment (dollars in thousands, except average selling price):

Three Months Ended August 31, Nine Months Ended August 31,
2026 2025 Variance 2026 2025 Variance

Revenues $ 244,686 $ 303,474 19 % $ 686,856 $ 767,829 an %
Construction and land costs (204,228) (254,025) 20 (583,070) (637,145) 8
Selling, general and

administrative expenses (24,328) (27,224) 11 (66,950) (75,152) 11
Operating income $ 16,130 $ 22,225 27 % $ 36,836 $ 55,532 349 %
Homes delivered 654 797 18) % 1,867 1,969 3 %
Average selling price $ 374,100 $ 380,200 2 % $ 367,600 $ 389,700 ©6) %
Operating income as a

percentage of revenues 6.6 % 73 % (70) bps 5.4 % 72 % (180) bps

For the three months ended August 31, 2026, this segment’s revenues were generated solely from housing operations. For the nine months ended August 31,
2026 and the three-month and nine-month periods ended August 31, 2025, this segment’s revenues were comprised of housing revenues and nominal land sale
revenues. Housing revenues for the three months ended August 31, 2026 decreased 19% year over year and, for the nine months ended August 31, 2026,
declined 11% from the corresponding year-earlier period. In both periods, the decline reflected decreases in both the number of homes delivered and their
average selling price. Operating income for the three months and nine months ended August 31, 2026 was down from the corresponding year-earlier periods
mainly due to lower housing gross profits, partially offset by lower selling, general and administrative expenses. As a percentage of revenues, operating income
for the 2026 third quarter declined from the year-earlier quarter primarily due to a 90 basis-point increase in selling, general and administrative expenses as a
percentage of housing revenues to 9.9%, partially offset by a 20 basis-point increase in the housing gross profit margin to 16.5%. Operating income as a
percentage of revenues for the nine months ended August 31, 2026 declined from the year-earlier period due to a 190 basis-point decrease in the housing gross

profit margin to 15.1%, partly offset by a 10 basis-point improvement in selling, general and administrative expenses as a percentage of housing revenues to
9.8%.

The year-over-year increase in the housing gross profit margin for three months ended August 31, 2026 primarily reflected lower construction costs, which
more than offset the effects of continued pricing pressure and higher relative land costs. For the nine months ended August 31, 2026, the housing gross profit
margin decreased from the year-earlier period, mainly due to continued pricing pressure, higher land costs, and product and geographic mix, partially offset by
lower construction costs. Inventory-related charges associated with housing operations for the three months ended August 31, 2026 were $1.4 million,
compared to $2.5 million for the year-earlier quarter. For the nine months ended August 31, 2026, inventory-related charges associated with housing operations
were $2.7 million, compared to $4.4 million for the corresponding 2025 period. The year-over-year increase in selling, general and administrative expenses as a
percentage of housing revenues for the three months ended August 31, 2026 was mainly due to a decrease in operating leverage from lower housing revenues.

FINANCIAL SERVICES REPORTING SEGMENT

The following table presents a summary of selected financial and operational data for our financial services reporting segment (dollars in thousands):

Three Months Ended August 31, Nine Months Ended August 31,
2026 2025 2026 2025
Revenues $ 4,751 § 6,012 $ 15,031 § 15,617
Expenses (1,464) (1,580) (4,507) (4,689)
Equity in income of unconsolidated joint venture 4,094 4,254 9,057 13,445
Pretax income $ 7,381 $ 8,686 $ 19,581 $ 24,373
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Three Months Ended August 31, Nine Months Ended August 31,

2026 2025 2026 2025

Total originations (a):

Loans 2,010 2,314 5,331 6,630

Principal $ 812,099 $ 917,658 $ 2,105,042 $ 2,717,138

Percentage of homebuyers using KBHS 85 % 83 % 83 % 86 %

Average FICO score 742 740 742 743
Loans sold (a):

Loans sold to GR Alliance 1,536 1,786 4,107 5,021

Principal $ 634,695 $ 712,367 $ 1,653,980 $ 2,034,811

Loans sold to third parties 510 469 1,207 1,457

Principal $ 186,307 $ 189,837 $ 429,040 $ 631,511

(a) Loan originations and sales occurred within KBHS.

Revenues. Financial services revenues for the three months ended August 31, 2026 declined 21% year over year, reflecting lower title services revenues and
insurance commission revenues. For the nine months ended August 31, 2026, financial services revenues decreased 4% from the corresponding year-earlier
period, as lower title services revenues were partly offset by higher insurance commission revenues. Lower title services revenues in both periods primarily
reflected fewer homes delivered in the 2026 periods. Insurance commission revenues decreased in the three-month period and increased in the nine-month
period, primarily due to changes in estimated future renewal commissions.

Pretax income. Financial services pretax income for the three months ended August 31, 2026 decreased 15% from the year-earlier period, mainly reflecting
lower results from title and insurance operations. Our equity in income of KBHS declined 4% year over year due to a decline in KBHS’ income that primarily
reflected fewer loans originated resulting from the lower number of homes we delivered, partially offset by a higher percentage of our homebuyers using
KBHS. The impact of the lower loan volume on KBHS’ income was partly offset by a $1.2 million gain in the fair value of IRLCs in the three months ended
August 31, 2026, compared to a $3.0 million loss for the year-earlier period.

For the nine months ended August 31, 2026, financial services pretax income declined 20% from the corresponding year-earlier period, primarily due to a 33%
decrease in the equity in income of our unconsolidated joint venture, KBHS. Our equity in income of KBHS declined from the corresponding year-earlier
period due to a decrease in KBHS” income that mainly reflected fewer loans originated as a result of both the lower number of homes we delivered and a lower
percentage of our homebuyers using KBHS. The impact of the lower loan volume for the nine months ended August 31, 2026 was partially offset by a
$2.2 million gain in the fair value of IRLCs, compared to a $6.6 million loss in the corresponding period of 2025.

Further information regarding our investments in unconsolidated joint ventures, including KBHS, is provided in Note 9 — Investments in Unconsolidated Joint
Ventures in the Notes to Consolidated Financial Statements in this report.

INCOME TAXES
Income Tax Expense. Our income tax expense and effective tax rates were as follows (dollars in thousands):
Three Months Ended August 31, Nine Months Ended August 31,
2026 2025 2026 2025
Income tax expense $ 15,900 $ 33,400 $ 32,700 $ 97,700
Effective tax rate 19.6 % 233 % 20.6 % 23.0%

Our effective tax rate for the three months ended August 31, 2026 decreased from the year-earlier period, primarily due to an increase in excess benefits from
stock based compensation as well as the lower pretax income we generated for the 2026 period, which heightened their relative impact. For the nine months
ended August 31, 2026, our effective tax rate decreased from the year-earlier period, mainly due to the lower pretax income, which resulted in a higher relative
impact of excess tax benefits from stock-based compensation in the 2026 period, partly offset by a higher relative impact of non-deductible executive
compensation expense.
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On July 4, 2025, the OBBBA was signed into law. Among its provisions is the repeal of Section 45L tax credits for new energy-efficient homes delivered after
June 30, 2026. As a result, our income tax expense and effective tax rate for the three months and nine months ended August 31, 2026 reflected the lower
Section 45L benefit for the homes delivered after the effective date. The other tax-related provisions of the OBBBA did not have a material impact on our
consolidated financial statements.

Further information regarding our income taxes is provided in Note 13 — Income Taxes in the Notes to Consolidated Financial Statements in this report.
NON-GAAP FINANCIAL MEASURES

This report contains information about our adjusted housing gross profit margin, which is not calculated in accordance with GAAP. We believe this non-GAAP
financial measure is relevant and useful to investors in understanding our operations, and may be helpful in comparing us with other companies in the
homebuilding industry to the extent they provide similar information. However, because it is not calculated in accordance with GAAP, this non-GAAP
financial measure may not be completely comparable to other companies in the homebuilding industry and, thus, should not be considered in isolation or as an
alternative to operating performance and/or financial measures prescribed by GAAP. Rather, this non-GAAP financial measure should be used to supplement
the most directly comparable GAAP financial measure in order to provide a greater understanding of the factors and trends affecting our operations.

Adjusted Housing Gross Profit Margin. The following table reconciles our housing gross profit margin calculated in accordance with GAAP to the non-GAAP
financial measure of our adjusted housing gross profit margin (dollars in thousands):

Three Months Ended August 31, Nine Months Ended August 31,
2026 2025 2026 2025

Housing revenues $ 1,292,350 $ 1,613,975 $ 3,470,076 $ 4,525,732
Housing construction and land costs (1,078,590) (1,320,611) (2,923,732) (3,658,080)
Housing gross profits 213,760 293,364 546,344 867,652
Add: Inventory-related charges (a) 2,986 11,338 10,720 18,351
Adjusted housing gross profits $ 216,746 $ 304,702 $ 557,064 $ 886,003
Housing gross profit margin as a percentage of housing revenues 16.5 % 18.2 % 15.7 % 19.2 %
Adjusted housing gross profit margin as a percentage of housin,

rJevenues &8 P g P £ g 16.8 % 18.9 % 16.1 % 19.6 %

(a) Represents inventory impairment and land option contract abandonment charges associated with housing operations.

Adjusted housing gross profit margin is a non-GAAP financial measure, which we calculate by dividing housing revenues less housing construction and land
costs excluding housing inventory impairment and land option contract abandonment charges (as applicable) recorded during a given period, by housing
revenues. The most directly comparable GAAP financial measure is housing gross profit margin. We believe adjusted housing gross profit margin is a relevant
and useful financial measure to investors in evaluating our performance as it measures the gross profits we generated specifically on the homes delivered
during a given period. This non-GAAP financial measure isolates the impact that the housing inventory impairment and land option contract abandonment
charges have on housing gross profit margins, and allows investors to make comparisons with our competitors that adjust housing gross profit margins in a
similar manner. We also believe investors will find adjusted housing gross profit margin relevant and useful because it represents a profitability measure that
may be compared to a prior period without regard to variability of housing inventory impairment and land option contract abandonment charges. This financial
measure assists us in making strategic decisions regarding community location and product mix, product pricing and construction pace.
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Liquidity and Capital Resources

Overview. We have funded our homebuilding and financial services activities over the last several years with:

« internally generated cash flows;

*  public issuances of debt securities;

*  borrowings under the Credit Facility;

¢ the Term Loan;

* land option contracts and other similar contracts and seller notes;
*  public issuances of our common stock; and

* letters of credit and performance bonds.

We manage our use of cash in the operation of our business to support the execution of our primary strategic goals. Over the past several years, we have
primarily used cash for:

* land acquisitions and land development;

¢  home construction;

*  operating expenses;

*  principal and interest payments on notes payable;

* repayments of borrowings under the Credit Facility;
* dividends paid to stockholders; and

* repurchases of our common stock.

We ended the 2026 third quarter with total liquidity of $942.4 million, including cash and cash equivalents and $783.4 million of available capacity under the
Credit Facility, with $415.0 million of cash borrowings outstanding. Cash and cash equivalents totaled $159.0 million at August 31, 2026, compared to $228.6
million at November 30, 2025. Cash equivalents included in the total were $35.7 million at August 31, 2026 and $152.6 million at November 30, 2025, and
were mainly invested in interest-bearing bank deposit accounts and money market funds. Based on our financial position as of August 31, 2026, and our
business forecast as discussed below under “Outlook,” we have no material concerns related to our liquidity. We believe that our existing cash and cash
equivalents, our anticipated cash flows from operations and amounts available under our Credit Facility will be sufficient to fund our anticipated operating and
land-related investment needs for at least the next 12 months.

Cash Requirements. In the nine months ended August 31, 2026, there have been no significant changes in our cash requirements from those reported in the
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” section of our Annual Report on Form 10-K for the year ended
November 30, 2025.

Investments in Land and Land Development. Our investments in land and land development for the nine months ended August 31, 2026 totaled $1.79 billion,
an 8% decrease compared to the year-earlier period; the prior period included our purchase of two sizable land parcels in our Southwest homebuilding
reporting segment. In the nine months ended August 31, 2026, land acquisition expenditures, which are included in our investments in land and land
development, decreased to $650.3 million, or 36% of our total investments, compared to $771.3 million, or 40% of our total investments, in the corresponding
period of 2025. While land and land development investments were made in all of our homebuilding reporting segments during the nine months ended
August 31, 2026 and 2025, our West Coast segment comprised 47% and 51%, respectively, of our total investments.

In the 2026 fourth quarter, we intend to continue to invest in and develop land positions within attractive submarkets and selectively acquire or control
additional land that meets our investment standards, depending significantly on market conditions and available opportunities that meet our investment return
standards.

The following table presents the number of lots we owned or controlled under land option contracts and other similar contracts and the carrying value of
inventory by homebuilding reporting segment (dollars in thousands):
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August 31, 2026 November 30, 2025 Variance
Segment Lots Carrying Value Lots Carrying Value Lots Carrying Value
West Coast 20471 $ 3,214,169 20,750 § 3,048,056 279) $ 166,113
Southwest 10,165 1,173,794 11,142 969,260 77 204,534
Central 18,967 757,883 20,614 758,962 (1,647) (1,079)
Southeast 11,978 835,336 12,106 894,524 (128) (59,188)
Total 61,581 § 5,981,182 64,612 $ 5,670,802 (3,031) § 310,380

The carrying value of lots we owned or controlled under land option contracts and other similar contracts at August 31, 2026 increased 5% from November 30,
2025, mainly due to land and land development investments during the nine months ended August 31, 2026. The number of lots we owned or controlled as of
August 31, 2026 decreased 5% from November 30, 2025, largely reflecting homes delivered and our strategic abandonment of 8,777 previously controlled lots,
partly offset by newly optioned lots during the period. The number of lots in inventory as of August 31, 2026 included 9,549 lots under contract where the
associated deposits were refundable at our discretion, compared to 7,715 of such lots at November 30, 2025. Our lots controlled under land option contracts
and other similar contracts as a percentage of total lots was 40% at August 31, 2026, compared to 43% at November 30, 2025. Generally, this percentage
fluctuates with our decisions to control (or abandon) lots under land option contracts and other similar contracts or to purchase (or sell owned) lots based on
available opportunities and our investment return standards.

Land Option Contracts and Other Similar Contracts. As discussed in Note 8 — Variable Interest Entities in the Notes to Consolidated Financial Statements in
this report, our land option contracts and other similar contracts generally do not contain provisions requiring our specific performance. Our decision to
exercise a particular land option contract or other similar contract depends on the results of our due diligence reviews and ongoing market and project
feasibility analysis that we conduct after entering into such a contract. In some cases, our decision to exercise a land option contract or other similar contract
may be conditioned on the land seller obtaining necessary entitlements, such as zoning rights and environmental and development approvals, and/or physically
developing the underlying land by a pre-determined date. We typically have the ability not to exercise our rights to the underlying land for any reason and, if
applicable, forfeit our deposits without further penalty or obligation to the sellers. If we were to acquire all the land we had under land option contracts and
other similar contracts at August 31, 2026, we estimate the remaining purchase price to be paid would be as follows: 2026 — $358.3 million; 2027 — $859.0
million; 2028 — $297.3 million; 2029 — $98.5 million; 2030 — $4.0 million; and thereafter — $0.

Liquidity. The table below summarizes our cash and cash equivalents, and total liquidity (in thousands):

August 31, November 30,
2026 2025
Cash and cash equivalents $ 159,018 $ 228,614
Credit Facility commitment 1,200,000 1,200,000
Borrowings outstanding under the Credit Facility (415,000) —
Letters of credit outstanding under the Credit Facility (1,610) (1,610)
Credit Facility availability 783,390 1,198,390
Total liquidity $ 942,408 $ 1,427,004
Capital Resources. Our notes payable consisted of the following (in thousands):
August 31, November 30,
2026 2025 Variance

Credit Facility $ 415,000 — 415,000
Term Loan 358,640 358,317 323
Senior notes 1,333,070 1,331,584 1,486
Mortgages and land contracts due to land sellers and other loans 2,435 3,076 (641)

Total $ 2,109,145 1,692,977 416,168
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Our financial leverage, as measured by the ratio of debt to capital, increased 540 basis points to 35.7% at August 31, 2026, compared to 30.3% at
November 30, 2025 due to cash borrowings outstanding under the Credit Facility. The ratio of debt to capital is calculated by dividing notes payable by capital
(notes payable plus stockholders’ equity).

LOC Facility. We maintain the LOC Facility to obtain letters of credit from time to time in the ordinary course of operating our business. Under the LOC
Facility, which expires on February 13, 2028, we may issue up to $100.0 million of letters of credit. As of August 31, 2026 and November 30, 2025, we had
letters of credit outstanding under the LOC Facility of $53.5 million and $68.2 million, respectively.

Performance Bonds. As discussed in Note 16 — Commitments and Contingencies in the Notes to Consolidated Financial Statements in this report, we had $1.35
billion and $1.37 billion of performance bonds outstanding at August 31, 2026 and November 30, 2025, respectively.

Unsecured Revolving_Credit Facility. We have a $1.20 billion Credit Facility that will mature on November 12, 2030. The Credit Facility contains an
uncommitted accordion feature under which its aggregate principal amount of available loans can be increased to a maximum of $1.70 billion under certain
conditions, including obtaining additional bank commitments. The amount of the Credit Facility available for cash borrowings and the issuance of letters of
credit depends on the total cash borrowings and letters of credit outstanding under the Credit Facility and the maximum available amount under the terms of the
Credit Facility. As of August 31, 2026, we had $415.0 million of cash borrowings and $1.6 million of letters of credit outstanding under the Credit Facility. The
Credit Facility is further described in Note 14 — Notes Payable in the Notes to Consolidated Financial Statements in this report.

Under the terms of the Credit Facility and the Term Loan, we are required, among other things, to maintain compliance with various covenants, including
financial covenants regarding our consolidated tangible net worth, Leverage Ratio, and either an Interest Coverage Ratio or minimum liquidity level, each as
defined therein. Our compliance with these financial covenants is measured by calculations and metrics that are specifically defined or described by the terms
of the Credit Facility and the Term Loan and can differ in certain respects from comparable GAAP or other commonly used terms. The financial covenant
requirements under the Credit Facility and the Term Loan are set forth below:

+  Consolidated tangible net worth — We must maintain a consolidated tangible net worth at the end of any fiscal quarter greater than or equal to the sum of
(a) $2.70 billion, plus (b) an amount equal to 50% of the aggregate of the cumulative consolidated net income for each fiscal quarter commencing after
August 31, 2025 and ending as of the last day of such fiscal quarter (though there is no reduction if there is a consolidated net loss in any fiscal quarter),
plus (c) an amount equal to 50% of the cumulative net proceeds we receive from the issuance of our capital stock after August 31, 2025.

* Leverage Ratio — We must also maintain a Leverage Ratio of less than or equal to .60 at the end of each fiscal quarter. The Leverage Ratio is calculated as
the ratio of our consolidated total indebtedness to the sum of consolidated total indebtedness and consolidated tangible net worth, all as defined under the
Credit Facility and the Term Loan.

* Interest Coverage Ratio or liquidity — We are also required to maintain either (a) an Interest Coverage Ratio of greater than or equal to 1.50 at the end of
each fiscal quarter; or (b) a minimum level of liquidity, but not both. The Interest Coverage Ratio is the ratio of our consolidated adjusted EBITDA to
consolidated interest incurred, each as defined under the Credit Facility and the Term Loan, in each case for the previous 12 months. Our minimum
liquidity is required to be greater than or equal to consolidated interest incurred, as defined under the Credit Facility and the Term Loan, for the four most
recently ended fiscal quarters in the aggregate.

In addition, under the Credit Facility and the Term Loan, our equity investments in joint ventures and non-guarantor subsidiaries and other unconsolidated
entities as of the end of each fiscal quarter cannot exceed the sum of (a) $104.8 million and (b) 20% of consolidated tangible net worth. Further, for so long as
we do not hold an investment grade rating, as defined under the Credit Facility and the Term Loan, the Credit Facility and the Term Loan do not permit our
borrowing base indebtedness, which, subject to certain exceptions, is the aggregate principal amount of our and certain of our subsidiaries’ outstanding
indebtedness for borrowed money and non-collateralized financial letters of credit, to be greater than our borrowing base (a measure relating to our inventory
and unrestricted cash assets).

The covenants and other requirements under the Credit Facility and the Term Loan represent the most restrictive covenants that we are subject to with respect
to our notes payable. The following table summarizes the financial covenants and other requirements under the Credit Facility and the Term Loan, and our
actual levels or ratios (as applicable) with respect to those covenants and other requirements, in each case as of August 31, 2026:
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Financial Covenants and Other Requirements Covenant Requirement Actual

Consolidated tangible net worth > $2.82 billion $3.76 billion
Leverage Ratio < .600 345
Interest Coverage Ratio (a) > 1.500 3.863
Minimum liquidity (a) > $112.7 million $942.4 million
Investments in joint ventures and non-guarantor subsidiaries < $856.9 million $472.0 million
Borrowing base in excess of borrowing base indebtedness (as defined) n/a $2.07 billion

(a) Under the terms of the Credit Facility and the Term Loan, we are required to maintain either a minimum Interest Coverage Ratio or a minimum level of
liquidity.

The indenture governing our senior notes does not contain any financial covenants. Subject to specified exceptions, the indenture contains certain restrictive
covenants that, among other things, limit our ability to incur secured indebtedness, or engage in sale-leaseback transactions involving property above a certain
specified value. In addition, the indenture contains certain limitations related to mergers, consolidations, and sales of assets.

As of August 31, 2026, we were in compliance with the applicable terms of all of our covenants and other requirements under the Credit Facility, the Term
Loan, the senior notes, the indenture, the LOC Facility and the mortgages and land contracts due to land sellers and other loans. Our ability to access the Credit
Facility for cash borrowings and letters of credit and our ability to secure future debt financing depend, in part, on our ability to remain in such compliance.
Our ability to access the Credit Facility’s full borrowing capacity, as well as the LOC Facility’s full issuance capacity, also depends on the ability and
willingness of the applicable lenders and financial institutions, including any substitute or additional lenders and financial institutions, to meet their
commitments to fund loans, extend credit or provide payment guarantees to or for us under those instruments.

There are no agreements that restrict our payment of dividends other than the Credit Facility and the Term Loan, which would restrict our payment of certain
dividends, such as cash dividends on our common stock, if a default under the Credit Facility or the Term Loan exists at the time of any such payment, or if any
such payment would result in such a default (other than dividends paid within 60 days after declaration, if there was no default at the time of declaration).

Depending on available terms, we finance certain land acquisitions with purchase-money financing from land sellers or with other forms of financing from
third parties. At August 31, 2026, we had outstanding mortgages and land contracts due to land sellers and other loans payable in connection with such
financing of $2.4 million, secured primarily by the underlying property, which had an aggregate carrying value of $22.7 million.

Senior Unsecured Term Loan. We have a $360.0 million Term Loan with the lenders party thereto that will mature on November 12, 2029, or earlier if we
secure borrowings under the Credit Facility without similarly securing the Term Loan (subject to certain exceptions). The Term Loan is further described in
Note 14 — Notes Payable in the Notes to Consolidated Financial Statements in this report.

Unconsolidated Joint Ventures. As discussed in Note 9 — Investments in Unconsolidated Joint Ventures in the Notes to Consolidated Financial Statements in
this report, we have investments in unconsolidated joint ventures in various markets where our homebuilding operations are located. As of August 31, 2026,
two of our unconsolidated joint ventures had borrowings outstanding with third-party lenders, secured by the underlying property and related project assets.

Credit Rating. Our credit ratings are periodically reviewed by rating agencies. In July 2026, S&P Global Ratings downgraded our corporate credit rating to BB
from BB+ and changed its rating outlook to negative from stable based primarily on the impact of persistent macroeconomic headwinds and softer
homebuilding business conditions on our financial performance.
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Consolidated Cash Flows. The following table presents a summary of net cash provided by (used in) our operating, investing and financing activities (in
thousands):

Nine Months Ended August 31,

2026 2025
Net cash provided by (used in):
Operating activities $ (228,880) $ 31,840
Investing activities (15,347) (42,237)
Financing activities 173,842 (256,498)
Net decrease in cash and cash equivalents $ (70,385) $ (266,895)

Operating Activities. Generally, our net operating cash flows fluctuate mainly based on changes in our inventories and our profitability. Our net cash used by
operating activities for the nine months ended August 31, 2026 mainly reflected a net increase in inventories of $326.5 million, a net decrease in accounts
payable, accrued expenses and other liabilities of $49.2 million, and a net increase in receivables of $32.7 million, partly offset by net income of $126.1
million. In the nine months ended August 31, 2025, our net cash provided by operating activities primarily reflected net income of $327.3 million and a net
decrease in receivables of $7.2 million, partly offset by a net increase in inventories of $330.0 million and a net decrease in accounts payable, accrued expenses
and other liabilities of $63.8 million.

Investing Activities. In the nine months ended August 31, 2026, net cash used in investing activities consisted of $32.5 million for net purchases of property
and equipment and $19.4 million of contributions to unconsolidated joint ventures, partially offset by $20.0 million of proceeds from the sale of our investment
in the equity securities of a privately held technology company and a $16.6 million return of investments in unconsolidated joint ventures. In the nine months
ended August 31, 2025, our net cash used in investing activities included $34.6 million for net purchases of property and equipment and $10.6 million for
contributions to unconsolidated joint ventures, partly offset by a $3.0 million return of investments in unconsolidated joint ventures.

Financing Activities. In the nine months ended August 31, 2026, cash was provided by $415.0 million of net borrowings under the Credit Facility and $5.7
million of issuances of common stock under employee stock plans. The cash provided was partly offset by stock repurchases and excise taxes paid of $180.1
million, dividend payments on our common stock of $47.7 million, and tax payments associated with stock-based compensation awards of $18.3 million. In the
nine months ended August 31, 2025, our uses of cash included stock repurchases of $438.5 million, dividend payments on our common stock of $52.8 million
and tax payments associated with stock-based compensation awards of $15.9 million. The cash used was partially offset by $250.0 million of net borrowings
under the Credit Facility and $.7 million of issuances of common stock under employee stock plans.

Dividends. In the 2026 and 2025 third quarters, our board of directors declared, and we paid, a quarterly cash dividend of $.25 per share. Quarterly dividends
declared and paid during each of the nine-month periods ended August 31, 2026 and 2025 totaled $.75 per share. The declaration and payment of future cash
dividends on our common stock, whether at current levels or at all, are at the discretion of our board of directors, and depend upon, among other things, our
expected future earnings, cash flows, capital requirements, access to external financing, debt structure and any adjustments thereto, operational and financial
investment strategy and general financial condition, as well as general business conditions.

Share Repurchase Program. On October 9, 2025, our board of directors authorized us to repurchase up to $1.00 billion of our outstanding common stock. As of
November 30, 2025, there was $900.0 million of remaining availability under this share repurchase authorization. In the nine months ended August 31, 2026,
we repurchased 3,104,677 shares of our common stock at a total cost of $175.0 million. Repurchases under the authorization may occur periodically through
open market purchases, privately negotiated transactions or otherwise, with the timing and amount at management’s discretion and dependent on market,
business and other conditions. This share repurchase authorization will continue in effect until fully used or earlier terminated or suspended by our board of
directors, and does not obligate us to purchase any shares. As of August 31, 2026, there was $725.0 million of remaining availability under this share
repurchase authorization.

Shelf Registration. On July 14, 2026, we filed the 2026 Shelf Registration with the SEC. The 2026 Shelf Registration registers the offering of securities that we
may issue from time to time in amounts to be determined. Our ability to issue securities is subject to market conditions and, with respect to debt securities,
other factors impacting our borrowing capacity. The 2026 Shelf Registration replaced our previous such registration statement filed with the SEC on July 10,
2023. We have not made any offerings of securities under the 2026 Shelf Registration.
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As stated above, we believe we have adequate capital resources and sufficient access to external financing sources to satisfy our current and reasonably
anticipated requirements for funds to conduct our operations and meet other needs in the ordinary course of our business. For the remainder of 2026, we expect
to use or redeploy our cash resources or cash borrowings under the Credit Facility to support our business within the context of prevailing market conditions.
During this time, we may also engage in capital markets, bank loan, project debt or other financial transactions, including the repurchase of debt or equity
securities or potential new issuances of debt or equity securities to support our business needs. The amounts involved in these transactions, if any, may be
material. In addition, as necessary or desirable, we may adjust or amend the terms of and/or expand the capacity of the Credit Facility or the LOC Facility, or
enter into additional letter of credit facilities, or other similar facility arrangements, in each case with the same or other financial institutions, or allow any such
facilities or loans to mature or expire. Our ability to engage in such transactions may be constrained by volatile or tight economic, capital, credit and/or
financial market conditions or other factors, including those described below under “Outlook,” and/or our liquidity, leverage and net worth, and we can provide
no assurance as to successfully completing, the costs of, or the operational limitations arising from any one or series of such transactions.

Supplemental Guarantor Financial Information

As of August 31, 2026, we had $1.34 billion in aggregate principal amount of outstanding senior notes, $415.0 million of borrowings outstanding under the
Credit Facility and $360.0 million in aggregate principal amount of borrowings outstanding under the Term Loan. Our obligations to pay principal and interest
on the senior notes and borrowings, if any, under the Credit Facility and the Term Loan are guaranteed on a joint and several basis by our Guarantor
Subsidiaries. Our other subsidiaries, including all of our subsidiaries associated with our financial services operations, do not guarantee any such indebtedness
(collectively, “Non-Guarantor Subsidiaries”), although we may cause a Non-Guarantor Subsidiary to become a Guarantor Subsidiary if we believe it to be in
our or the relevant subsidiary’s best interest. See Note 14 — Notes Payable in the Notes to Consolidated Financial Statements in this report for additional
information regarding the terms of our senior notes, the Credit Facility and the Term Loan.

The guarantees are full and unconditional, and the Guarantor Subsidiaries are 100% owned by us. The guarantees are senior unsecured obligations of each of
the Guarantor Subsidiaries and rank equally in right of payment with all unsecured and unsubordinated indebtedness and guarantees of such Guarantor
Subsidiaries. The guarantees are effectively subordinated to any secured indebtedness of such Guarantor Subsidiaries to the extent of the value of the assets
securing such indebtedness, and structurally subordinated to indebtedness and other liabilities of Non-Guarantor Subsidiaries.

Pursuant to the terms of the indenture governing the senior notes and the terms of the Credit Facility and the Term Loan, if any of the Guarantor Subsidiaries
ceases to be a “significant subsidiary” as defined by Rule 1-02 of Regulation S-X using a 5% rather than a 10% threshold (provided that the assets of our Non-
Guarantor Subsidiaries do not in the aggregate exceed 10% of an adjusted measure of our consolidated total assets), it will be automatically and
unconditionally released and discharged from its guaranty of the senior notes, the Credit Facility and the Term Loan so long as all guarantees by such
Guarantor Subsidiary of any other of our or our subsidiaries’ indebtedness are terminated at or prior to the time of such release.

The following tables present summarized financial information for KB Home and the Guarantor Subsidiaries on a combined basis, excluding unconsolidated
joint ventures and after the elimination of (a) intercompany transactions and balances between KB Home and the Guarantor Subsidiaries and (b) equity in
earnings from and investments in the Non-Guarantor Subsidiaries. See Note 9 — Investments in Unconsolidated Joint Ventures in the Notes to Consolidated
Financial Statements in this report for additional information regarding our unconsolidated joint ventures.

August 31, November 30,
Summarized Balance Sheet Data (in thousands) 2026 2025
Assets
Cash $ 119,843 § 170,338
Inventories 5,633,436 5,311,390
Amounts due from Non-Guarantor Subsidiaries 236,066 278,680
Total assets 6,632,617 6,360,871
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August 31, November 30,

Summarized Balance Sheet Data (in thousands) 2026 2025
Liabilities and Stockholders’ Equity
Notes payable $ 2,109,145 §$ 1,692,977
Amounts due to Non-Guarantor Subsidiaries 461,472 438,762
Total liabilities 3,228,296 2,831,933
Stockholders’ equity 3,404,321 3,528,938
Nine Months Ended
Summarized Statement of Operations Data (in thousands) August 31, 2026
Revenues $ 3,164,958
Construction and land costs (2,648,617)
Selling, general and administrative expenses (401,080)
Interest income from Non-Guarantor Subsidiaries 13,736
Pretax income 135,079
Net income 107,879

Critical Accounting Policies and Estimates

The preparation of our consolidated financial statements requires the use of judgment in the application of accounting policies and estimates of uncertain
matters. There have been no significant changes to our critical accounting policies and estimates during the three months ended August 31, 2026 from those
disclosed in the “Management’s Discussion and Analysis of Financial Condition and Results of Operations” section of our Annual Report on Form 10-K for the
year ended November 30, 2025.

Recent Accounting Pronouncements

There are no recent accounting pronouncements that are expected to have a material impact on our consolidated financial statements.

Outlook

We expect housing market conditions to remain challenging through the 2026 fourth quarter and into 2027 as higher mortgage loan interest rates, which
increased further during the 2026 third quarter, continue to challenge affordability and, along with rising resale inventory levels, contribute to pricing pressure
across many of our served markets. In addition, consumer confidence and homebuyer demand are expected to be negatively affected by persistent inflation,
attributable in part to rising commodity and oil prices, heightened macroeconomic uncertainties and geopolitical tensions, including the military conflicts in the
Middle East and in Ukraine. To the extent these conditions continue or worsen, net order activity, including net orders for our Built to Order homes, could
remain subdued. As we navigate these near-term headwinds, we remain focused on executing our Built to Order strategy, balancing sales pace, pricing, and
profitability, and selectively investing in land and land development to support future growth. We continue to believe that favorable demographic trends, an
ongoing structural undersupply of homes and the appeal of new, personalized energy-efficient homes support the long-term outlook for our business.

Entering the 2026 fourth quarter, we plan to maintain the simplified sales approach we implemented more than a year ago. Additionally, while selling through
our existing inventory, we will continue to emphasize sales of our Built to Order homes. Our mix of net orders in the 2026 first, second and third quarters was
predominantly Built to Order. As a result, we believe we are positioned to achieve our goal of a 2026 full-year mix of Built to Order homes delivered within
our historical average of 60% to 70%, compared to 56% for 2025.

The number of homes in our backlog at August 31, 2026 was up 2% from August 31, 2025, marking the first year-over-year increase in our ending backlog in
four years. Among other benefits, a larger backlog of Built to Order homes generally provides us with greater visibility into future deliveries. We also intend to
continue focusing on improving our build times and tightly managing our direct construction costs. However, as our average build time for the 2026 third
quarter was the lowest in more than a decade, we expect the pace of future improvement to be more gradual relative to recent periods.

47



Based on the present and expected housing market environment and our results through the first nine months of 2026, we currently expect our housing gross
profit margin for the 2026 fourth quarter to decline sequentially from the third quarter. Accordingly, we have modestly lowered and narrowed our full-year
housing gross profit margin outlook compared to our prior outlook.

We have maintained a strong financial position and financial flexibility, supported by our Credit Facility, which we expanded at the end of our 2025 fiscal year.
For the 2026 fourth quarter, in order to strengthen our long-term growth platform, we intend, subject to the operating environment and available opportunities,
to acquire and control additional land positions within attractive submarkets in our served markets that meet our investment standards. We also plan to continue
to develop land we own in a manner that prioritizes capital efficiency, including developing lots in smaller phases, where possible, and aligning development
with our starts pace to optimally manage our inventory of finished lots. Reflecting our ongoing investments in land and land development, our ending
community count for the 2026 third quarter increased 5% year over year to 277.

Consistent with our balanced approach to capital allocation, we plan to continue returning capital to our stockholders, primarily through additional share
repurchases. As of August 31, 2026, we had $725.0 million remaining under our current board of directors share repurchase authorization. This provides us
with the opportunity to repurchase our common stock in the 2026 fourth quarter, with the pace, volume and timing based on considerations of our operating
cash flow, liquidity outlook, land investment opportunities and needs, the market price of our common stock, and the housing market and general economic
conditions.

Based on the foregoing, we have updated the 2026 full-year projections that were previously disclosed in our Quarterly Report on Form 10-Q for the quarterly
period ended May 31, 2026. Our present outlook for the 2026 fourth quarter and full-year for certain metrics is as follows:

2026 Fourth Quarter
*  We expect deliveries to be in the range of 3,000 to 3,500, compared to 3,619 for the 2025 fourth quarter.
»  We expect to generate housing revenues in the range of $1.45 billion to $1.65 billion, compared to $1.68 billion for the corresponding 2025 period.

*  We expect our housing gross profit margin will be in the range of 16.0% to 16.6%, assuming no inventory-related charges, compared to 17.8% for the
corresponding 2025 quarter.

*  We expect our selling, general and administrative expenses as a percentage of housing revenues to be in the range of 10.3% to 10.9%, compared to 10.0%
for the 2025 fourth quarter.

*  We expect our effective tax rate will be approximately 26.0%, compared to 21.4% for the year-earlier quarter.
*  We expect our ending community count will be in the range of 270 to 275, compared to 271 for the 2025 fourth quarter.
*  We expect to repurchase up to $50.0 million of our common stock.
2026 Full Year
*  We expect deliveries to be in the range of 10,500 to 11,000, compared to 12,902 for 2025.
»  We expect our housing revenues to be in the range of $4.90 billion to $5.10 billion, compared to $6.21 billion for 2025.
*  We expect our housing gross profit margin will be in the range of 16.0% to 16.2%, assuming no inventory-related charges, compared to 19.1% for 2025.

*  We expect our selling, general and administrative expenses as a percentage of housing revenues to be in the range of 11.5% to 11.7%, compared to 10.4%
for 2025.

*  We expect our effective tax rate will be approximately 23.0%, compared to 22.6% for 2025.

In addition to factors discussed elsewhere in this report, our future performance and the strategies we implement (and adjust or refine as necessary or
appropriate) will depend significantly on economic, employment, homebuilding industry and capital, credit and financial market conditions, as well as a fairly
stable and constructive political and regulatory environment, particularly in regard to housing and mortgage loan financing policies. This includes U.S. trade
policy and any tariffs, and other countries’ countervailing measures, including those recently established between the U.S. and Canada, that remain in effect on
raw building materials such as steel, lumber, drywall and concrete, and/or finished products. Though certain tariffs
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and countervailing measures instituted in 2025 have affected pricing in adjacent sectors, we have not experienced significant cost increases or raw
material/finished product availability constraints to date. However, if U.S. or foreign governments take actions that cause tariff-related cost or availability
pressures to escalate or expand, we could experience higher construction costs and/or supply chain disruptions that would affect our business and consolidated
financial statements in future reporting periods.

We also believe the ongoing significant volatility in global energy, credit and capital markets, international shipping instability, and negative consumer
confidence impacts from the conflicts in the Middle East and in Ukraine, particularly if it intensifies or is prolonged, could cause supply chain disruptions,
increase our land development and input costs — such as for lumber and oil- and petroleum-based building products — or reduce our revenues or housing gross
profit margins beyond our ability to offset through pricing or cost-management initiatives. Additionally, as the Federal Reserve increased interest rates in
September 2026 and its projections pointed to another possible increase before year-end, there can be no assurance it will implement rate reductions or other
monetary policy changes in the near term that would meaningfully lower mortgage loan interest rates, increase demand or positively affect our business, results
of operations or consolidated financial statements.

The potential extent and effect of these and other factors on our business is highly uncertain, unpredictable and outside our control, and our past performance,
including in the three months ended August 31, 2026, should not be considered indicative of our future results on any metric or set of metrics, including, but
not limited to, our net orders, backlog, revenues, margins and returns.

Forward-Looking Statements

Investors are cautioned that certain statements contained in this report, as well as some statements by us in periodic press releases and other public disclosures
and some oral statements by us to securities analysts, stockholders and others during presentations, are “forward-looking statements” within the meaning of the
Private Securities Litigation Reform Act of 1995 (the “Act”). Statements that are predictive in nature, that depend upon or refer to future events or conditions,
or that include words such as “expect,” “anticipate,” “intend,” “plan,” “believe,” “estimate,” “hope,” and similar expressions constitute forward-looking
statements. In addition, any statements that we may make or provide concerning future financial or operating performance (including without limitation future
revenues, community count, homes delivered, net orders, selling prices, sales pace per new community, expenses, expense ratios, housing gross profits,
housing gross profit margins, earnings or earnings per share, or growth or growth rates), future market conditions, future interest rates, and other economic
conditions, ongoing business strategies or prospects, future dividends and changes in dividend levels, the value of our backlog (including amounts that we
expect to realize upon delivery of homes included in our backlog and the timing of those deliveries), the value of our net orders, potential future asset
acquisitions and the impact of completed acquisitions, future share issuances or repurchases, future debt issuances, repurchases or redemptions and other
possible future actions are also forward-looking statements as defined by the Act. Forward-looking statements are based on our current expectations and
projections about future events and are subject to risks, uncertainties, and assumptions about our operations, economic and market factors, and the
homebuilding industry, among other things. These statements are not guarantees of future performance, and we have no specific policy or intention to update
these statements. If we update or revise any such statement(s), no assumption should be made that we will further update or revise that statement(s) or update
or revise any other such statement(s). In addition, forward-looking and other statements in this report and in other public or oral disclosures that express or
contain opinions, views or assumptions about market or economic conditions; the success, performance, effectiveness and/or relative positioning of our
strategies, initiatives or operational activities; and other matters, may be based in whole or in part on general observations or opinions of our management,
limited or anecdotal evidence and/or business or industry experience without in-depth or any particular empirical investigation, inquiry or analysis and are not
intended, and do not express, factual assertions about past events.

9

Actual events and results may differ materially from those expressed or forecasted in forward-looking statements due to a number of factors. The most
important risk factors that could cause our actual performance and future events and actions to differ materially from such forward-looking statements include,
but are not limited to, the following:

* general economic, employment and business conditions (including, without limitation, consumer and producer price inflation; interest rates and terms
available from outside financing sources for our business and for consumer mortgage loans; and consumer confidence, either generally or specifically with
respect to purchasing homes);

*  material and trade costs and availability;

«  disruptions in world and regional trade flows and supply chains due to the military conflicts in the Middle East and in Ukraine and/or U.S. trade policies,
including the imposition of tariffs and duties on homebuilding materials and products, and related trade disputes with and retaliatory measures taken by
other countries;

*  population, household formations and demographic trends;
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« government actions, policies, programs and regulations, including tax-related, directed at or affecting, directly or indirectly, the housing market, the
homebuilding industry, or our business;

*  our ability to successfully implement our business strategies, achieve any associated financial and operational targets and objectives, and manage the
related challenges or risks, including those identified or discussed in this report or in any of our other public filings, presentations or disclosures;

+  changes in our credit rating;

*  homebuyer interest in and ability to afford to purchase our homes (including their ability to obtain typical or lender-required insurance or other policies to
cover hazards to their homes);

*  our debt level, including our ratio of debt to capital, and our ability to adjust our debt level and maturity schedule;

«  our compliance with the terms of our Credit Facility and our Term Loan;

+ the execution of any securities repurchases pursuant to our board of directors’ authorization;

* impairment, land option contract abandonment or other inventory-related charges, including any stemming from decreases in the value of our land assets;
+  volatility in the market price of our common stock;

» the costs we incur in connection with relocating our corporate headquarters office from Los Angeles, California to Tempe, Arizona in 2027;

»  the performance of mortgage lenders for our homebuyers;

* the performance of KBHS;

+ information technology failures and data security breaches; and

»  other events outside of our control.

Please see our Annual Report on Form 10-K for the year ended November 30, 2025 and other filings with the SEC for a further discussion of these and other
risks and uncertainties applicable to our business.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

There have been no material changes in our market risk since November 30, 2025, other than our $415.0 million of cash borrowings outstanding under the
Credit Facility as of August 31, 2026. As disclosed in Note 14 — Notes Payable in the Notes to Consolidated Financial Statements in this report, our Credit
Facility is subject to interest rate changes as the borrowing rates are based on SOFR or a base rate, plus a spread that depends on our Leverage Ratio. For
additional information regarding our market risk, refer to the “Quantitative and Qualitative Disclosures About Market Risk™ section of our Annual Report on
Form 10-K for the year ended November 30, 2025.

Item 4. Controls and Procedures

We have established disclosure controls and procedures to ensure that information we are required to disclose in the reports we file or submit under the
Securities Exchange Act of 1934, as amended (“Exchange Act”) is recorded, processed, summarized and reported within the time periods specified in the
SEC’s rules and forms, and accumulated and communicated to management, as appropriate, including our president and chief executive officer, who is our
principal executive officer and, effective July 6, 2026, our interim principal financial officer, to allow timely decisions regarding required disclosure. Under the
supervision and with the participation of senior management, including our president and chief executive officer in his capacity as principal executive officer
and interim principal financial officer, we evaluated our disclosure controls and procedures, as such term is defined under Rule 13a-15(e) promulgated under
the Exchange Act. Based on this evaluation, our president and chief executive officer, as principal executive officer and interim principal financial officer,
concluded that our disclosure controls and procedures were effective as of August 31, 2026.

There have been no changes in our internal control over financial reporting during the quarter ended August 31, 2026 that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1.  Legal Proceedings

For a discussion of our legal proceedings, see Note 17 — Legal Matters in the Notes to Consolidated Financial Statements in this report.

Item 1A. Risk Factors

There have been no material changes to the risk factors we previously disclosed in our Annual Report on Form 10-K for the year ended November 30, 2025.
However, we cannot provide any assurance that any such risk factor will not materialize.

Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds

The following table summarizes purchases of our own equity securities during the three months ended August 31, 2026 (dollars in thousands, except per share

amounts):
Approximate Dollar Value of

Dollar Value of Shares Shares That May Yet be
Total Number of Shares Average Price Paid per Purchased as Part of Publicly =~ Purchased Under the Plans or
Period Purchased Share Announced Plans or Programs Programs (a)
June 1-30 — 3 — 3 — 3 775,000
July 1-31 801,998 56.30 45,155 729,845
August 1-31 86,343 56.11 4,845 725,000
Total 888,341 § 56.28 § 50,000

(a) On October 9, 2025, our board of directors authorized us to repurchase up to $1.00 billion of our outstanding common stock. As of November 30, 2025,
there was $900.0 million of remaining availability under this share repurchase authorization. In the 2026 third quarter, we repurchased 888,341 shares of
our common stock on the open market pursuant to this authorization at a total cost of $50.0 million. As of August 31, 2026, we were authorized to
repurchase up to $725.0 million of our outstanding common stock.

Item 5.  Other Information

None of our directors or executive officers adopted or terminated a Rule 10b5-1 trading arrangement or a non-Rule 10b5-1 trading arrangement during the
quarter ended August 31, 2026, as such terms are defined under Item 408(a) of Regulation S-K. Additionally, we did not adopt or terminate a Rule 10b5—1
trading arrangement during the quarter ended August 31, 2026.
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Item 6.

Exhibits

10.26

22

31.1

32.1

101.INS

101.SCH
101.CAL
101.DEF
101.LAB
101.PRE
104

Exhibits

KB Home Executive Severance Plan, filed as an exhibit to our Amended Current Report on Form 8-K/A dated February 26, 2026 (File No.
001-09195), is incorporated by reference herein.

List of Guarantor Subsidiaries, filed as an exhibit to our Annual Report on Form 10-K for the year ended November 30, 2025 (File No. 001-
09195),_is incorporated by reference herein.

Certification of Robert V. McGibney, President and Chief Executive Officer of KB Home Pursuant to Section 302 of the Sarbanes-Oxley Act
0f 2002.

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are embedded within the
Inline XBRL document.

Inline XBRL Taxonomy Extension Schema Document

Inline XBRL Taxonomy Extension Calculation Linkbase Document
Inline XBRL Taxonomy Extension Definition Linkbase Document
Inline XBRL Taxonomy Extension Label Linkbase Document

Inline XBRL Taxonomy Extension Presentation Linkbase Document

Cover Page Interactive Data File (embedded within the Inline XBRL document and included in Exhibit 101).
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

KB HOME
Registrant

Dated October 8, 2026 By: /s/ ROBERT V. MCGIBNEY

Robert V. McGibney
President and Chief Executive Officer
(Principal Executive Officer and Interim Principal Financial Officer)

Dated October 8, 2026 By: /s/ WILLIAM R. HOLLINGER

William R. Hollinger
Senior Vice President and Chief Accounting Officer
(Principal Accounting Officer)
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Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Robert V. McGibney, certify that:

1.

2.

I have reviewed this quarterly report on Form 10-Q of KB Home;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Dated October 8, 2026 /s/ ROBERT V. MCGIBNEY
Robert V. McGibney
President and Chief Executive Officer
(Principal Executive Officer and Interim Principal Financial Officer)




Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT
TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of KB Home (the "Company") on Form 10-Q for the period ended August 31, 2026 (the “Report”), I, Robert V.
McGibney, President and Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that to the best of my knowledge:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated October 8, 2026 /s/ ROBERT V. MCGIBNEY
Robert V. McGibney
President and Chief Executive Officer
(Principal Executive Officer and Interim Principal Financial Officer)




